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SOLDIERS' ADJUSTED COMPENSATION. 



Committee on Ways and Mean\^,-.\ 
HouBE OF Representa\'iyss, 
Washington^ D. C.^ Tuesday, January SI, Jt&22. 

The committee met at 10.80 o'clock, a. m.. Hon. William R. Green presidinfT. 

The committee proceeded to the consideration of H. R. 1, which is as/foP 

lows : * ;. • 

[H. R. 1, Sixty-seventh Congrees, first session.] 

A BILL To provide adjusted compensation for veterans of the World War, and for other 

purposes. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 

TiTiJC 1. — General Provisions. 

definitions. 

Section 1. This act may be cited as the " World War adjusted compensation 
act." 

Sec. 2. As used in this act — 

The term " veteran " includes any individual, a member of the mil tary or 
naval forces of the United States at any time after April 5, 1917, and before 
November 12, 1918; but does not include (1) any individual at any time during 
such period or thereafter separated from such forces under other than honor- 
able conditions, (2) any conscientious objector who performed no military duty 
whatever or refused to wear the uniform, or (3) any alien at any time during 
such period or thereafter discharged from the military or naval forces on 
account of his alienage ; and 

The term " adjusted service pay " means the amount of the payment to 
which the veteran would be entitled under the provisions of title 2. 

optional plans. 

Sec. 3. Each veteran shall have the right to avail himself of any one, but only 
one, of the following plans : 

( 1 ) To receive " adjusted service pay " as provided in title 2 ; 

(2) To receive an "adjusted service certificate" as provided in title 3; 

(3) To receive "vocational training aid," as provided in title 4; 

(4) To receive " farm or home aid," as provided in title 5 ; or 

(5) To receive '* land settlement aid," as provided in title 6. 

application by veteran. 

Sec. 4.' (a) The veteran's choice among the plans enumerated in section 3 
shall be made by application filed with the Secretary of War, if he is serving 
in, or his last service was with, the military forces; or with the Secretary of 
the Navy, if he is serving in, or his last service was with, the naval forces. 

(b) Such application shall be made on or before July 1, 1922, and if not 
made on or before such date shall be held void; but if application for land 
settlement aid is made on or before such date, the time for receiving the 
credits and exercising the preferences provided for in title 6 shall be as 
specified in such title. 

(c) An application shall be made (1) personally by the veteran, or. (2) in 
case physical or mental incapacity or absence from the continental United 

3 
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states prevents the making ot'e^ t)ersonal application, then by such representa- 
tive of the veteran and ia sich manner as the Secretary of War and the 
Secretary of the Navy j§ha!lr. Jointly by regulation prescribe. An application 
made by a representative etther than one required by any such regulation shall 
be held void. '^ ,'" 

(d) The Secretary ' of War and the Secretary of thd Navy shall jointly 
make any regulatlx)n]& 'necessary to the efficient administration of the pro- 
visions of this's^tion. 

PROOF OF veteran's CHOICE OF PLAN. 

Sec. 5/^lEt).'As soon as practicable after the receipt of a valid application, 
the Seci*etrf*y of War or the Secretary of the Navy, as the case may be, shall 
transniit.^6 the Secretary of the Treasury, if the veteran has chosen an ad- 
jus^'e^ '-service certificate, or to the Federal Board for Vocational Education 
'if,lHe'''veteran has chosen vocational training aid, or to the National Veterans 
S^tlfement Board if the veteran has chosen farm or home aid, or land settle- 
ment aid, a certificate setting forth — 

(1) That the applicant is a veteran; 

(2) His name and address; 

(3) The plan chosen; and 

(4) The amount of adjusted service pay to which he would be entitled if he 
had chosen that plan. 

(b) Upon receipt of such certificate, the officer or board to which it is 
transmitted shall proceed to extend to the veteran the benefits conferred by 
the plan chosen, at the time, in the manner, and under the conditions pro- 
vided for in the title of this act covering such plan. 

PUBLICITY. 

Sec. 6. (a) The Secretary of War and the Secretary of the Navy shall, as 
soon as practicable after the passage of this act, jointly prepare and publish 
a pamphlet or pamphlets containing a digest and explanation of the provisions 
of this act, accompanied by such statements as to the comparative advaur 
tages of each of the plans enumerated in section 3, as may be of assistance 
to veterans in making their choice among such plans; and shall from time to 
time thereafter jointly prepare and publish such additional or supplementary 
information as may be found necessary. 

(b) The officer or board having charge of the administration of any plan or 
part thereof enumerated in section 3 shall transmit to the Secretary of War 
and the Secretary of the Navy as soon as practicable after the passage of this 
Act full information and explanations as to the matters of which such officer 
or board has charge, which shall be considered by the Secretary of War and 
the Secretary of the Navy in preparing the publications referred to in sub- 
division (a). 

(c) The publications provided for in subdivision (a) shall be distributed in 
such manner as the Secretary of War and the Secretary of the Navy may 
determine to be most effective to inform veterans of their rights under this 
Act. 

STATISTICS. 

Sec. 7. Immediately upon the passage of this Act the Secretary of War and 
the Secretary of the Navy shall ascertain the individuals who are veterans as 
defined in section 2, and, as to each veteran, the number of days of overseas 
service and of home service, as defined in section 201, for which he is entitled 
to receive adjusted service pay; and their decisions shall not be subject to 
review by the accounting officers of the Treasury. 

ADMINISTRATIVE REGULATIONS. 

Sec 8. Any officer or board charged with the administration of any plan 
under this Act, or of any part thereof, shall make such regulations, not in- 
consistent with this Act, as may be necessary to the efficient administration 
of the matter of which such officer or board has charge. 

DEDUCTION OF OVERPAYMENTS. 

Sec. 9. After computing the amount of payment to be made to the veteran 
under any one of the plans enumerated in section 3, or after using his adjusted 
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service pay as the basis for any computation under tliis Act, tliere sliall be 
deducted from tlie amount thus obtained the amount of any overpayment prev- 
iously made in respect to the service of the veteran in the military or naval 
forces. 

Sec. 10. Any officer or board charged with the administration of any plan 
under this Act, or of any part thereof, shall make a full report to Congress 
on the first Monday of December of each year. 

Sec. 11. No sum payable under this Act to a veteran, or to his estate," or 
to any beneficiary named under title 3, shall be subject to attachment, levy, or 
seizure under any legal or equitable process. 

Title 2. — Adjusted Service Pay. 

Sec. 201. As used in this title— 

The term "overseas service" means service on shore in Europe or Asia, 
exclusive of China, Japan, and the Philippine Islands ; and service afloat, in- 
cluding the period from the date of embarkation for such service to the date 
of disembarkation on return from such service, both dates inclusive ; and 

The term " home service " means all service not overseas service. 

SEa 202. There shall be paid to any veteran, upon application in accordance 
with the provisions of section 4 and in addition to any other amouts due him 
in pursuance of law, the following sums for each day of active service, in 
excess of sixty days, in the military or naval forces of the United States after 
April 5, 1917, and before July 1, 1919, as shown by the service or other rec- 
ord of the veteran: $1.25 for each day of overseas service, and $1 for each 
day of home service; but the amount payable to a veteran who performed no 
overseas service shall not exceed $500, and the amount payable to a veteran 
who performed any overseas service shall not exceed $625. 

Sec. 203. (a) No such payment shall be made to— 

(1) Any commissioned officer above the grade of captain in the Army or 
Marine Corps, lieutenant in the Navy, first lieutenant or first lieutenant of 
engineers in the Coast Guard, or passed assistant surgeon in the Public Health 
Service, or having the pay and allowances, if not the rank, of any officer, supe- 
rior in rank to any of such grades — in each case for the period of service as 
such; 

(2) Any individual holding a permanent or provisional commission or per- 
manent or acting warrant in any branch of the military or naval forces, for the 
period of service under such commission or warrant after the accrual of the right 
to pay thereunder; 

(3) Any civilian officer or employee of any branch of the military or naval 
forces, contract surgeon, cadet of the United States Military Academy, mid- 
shipman, cadet of the Coast Guard, member of the Reserve Officers' Training 
Corps, member of the Students' Army Training Corps (except an enlisted 
man detailed thereto), member of the United States Guards, member of a de- 
velopment battalion (except an officer or enlisted man detailed thereto), 
member of the United States Disciplinary Barracks Guard, Philippine Scout, 
member of the Philippine Guard, member of the Philippine Constabulary, 
member of the Porto Rico Regiment of Infantry, member of the National 
Guard of Hawaii, member of the Insular force of the Navy, member of the 
Samoa n native guard and band of the Navy, or Indian scout — in each case 
for the period of service as such ; 

(4) Any individual entering the military or naval forces after November 11, 
1918 — for any period after such entrance; 

(5) Any individual originally entering the service for special or limited 
service only — for the period of such special limited service not overseas 
service ; 

(6) Any individual performing home service not with troops and receiving 
commutation of quarters or of subsistence — for the period of such service; 

(7) Any member of the Public Health Service — for any period during which 
he was not detailed for duty with the Army or the Navy ; 

(8) Any individual granted a farm or industrial furlough— for the period 
of such furlough ; 

(9) Any individual detailed for work on roads or other highway construc- 
tion or repair work — for the period during which his pay was equalized to 
conform to the compensation paid to civilian employees in the same or like 
employment, pursuant to the provisions of section •9 of the Act entitled "An 
Act making appropriations for the service of the Post Office Department for 
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the fiscal year ending June 30, 1920, and for other purposes," approve! 
February 28, 1919 ; 

(10). Any individual who has been absent from duty on account of disease 
resulting from his own intemperate use of drugs or alcoholic liquors or from 
other misconduct — for the period of such absence ; or 

(11) Any individual who has been absent without proper authority for 
more than one day, or in confinement under sentence or awaiting trial and 
disposition of his case, if the trial resulted in conviction — for the period of 
such absence or confinement. 

(b) The periods referred to in paragraphs (5) and (6) of subdivison (a) 
may be included in the case of any individual if and to the extent that the 
Secretary of War and the Secretary of the Navy jointly find that such service 
subjected such individual to exceptional hazard. A full statement of all ac- 
tion under this subdivision shall be included in the reports of the Secretary 
of War and the Secretary of the Navy required by section 10. 

(c) In computing the payments of any veteran under this title effect shall 
be given to all paragraphs of subdivision (a) which are applicable. 

(d) If part of the service is overseas service and part is home service, 
the home service shall first be used in computing the sixty days' period re- 
ferred to in section 202. 

(e) For the purpose of computing the sixty days' period referred to in sec- 
tion 202, any period of service after April 5, 1917, and before July 1, 1919, 
in the military or naval forces in any capacity may be included, notwith- 
standing payment for such period, or a part thereof, is prohibited under the 
provisions of subdivision (a) of this section, except that the periods referred 
to in paragraphs (2), (3), and (4) of subdivision (a) shall not be included. 

(f) For the purposes of section 202, in the case of members of the National 
Guard or of the National Guard Reserve called into service by the proclamation 
of the President dated July 3, 1917, the time of service between the date of call 
into the service as specified in such proclamation and August 5, 1917, both dates 
inclusive, shall be deemed to be active service in tlie military or naval forces of 
the United States. 

Sec. 204. (a) The payments authorized by the provisions of this title shall 
be made in installments, beginning January 1, 1923, as follows: (1) If the total 
amount payable is $500 or over, in ten equal quarterly installments; and (2) if 
the total amount payable is less than $500, in quarterly installments of $50; 
except that any installment necessary to complete the payments may be less 
than $50. 

(b) If before the completion of the installment payments the veteran is sep- 
arated from the military or naval forces under other than honorable conditions, 
or is discharged therefrom on account of his alienage, no further installments 
shall be paid. Payment shall be made by the Secretary of War if the veteran 
is serving in, or his last service was with, the military forces ; and by the Secre- 
tary of the Navy if he is serving in, or his last service was with, the naval 
forces. 

Sec. 205. If the veteran dies after making application in accordance with 
the provisions of section 4 for adjusted service pay and before receiving all the 
installment payments, the payments authorized by the provisions of this title 
shall be made to his estate. 

Sfx^. 206. No right to adjusted service pay under the provisions of this title 
shall be assignable or serve as security for any loan. Any assignment or loan 
made in violation of the provisions of this section shall be held void. The Sec- 
retary of War and the Secretary of the Navy shall not pay the amount of ad- 
justed service pay to any persons other than the veteran or his estate or such 
representative of the veteran as the Secretary of War and the Secretary of the 
Navy shall jointly by regulation prescribe. 

Title 3. — Adjusted Service Certificates. 

Sec. 301. — The Secretary of the Treasury, upon certification from the Secre- 
tary of War or the Secretary of the Navy, as provided in section 5, is hereby 
directed to issue without cost to the veteran designated therein an adjusted 
service certificate (hereinafter in this title referred to as a "certificate") of a 
face value equal to the sum of (1) the adjusted service pay of the veteran in- 
creased by 40 per centum,- plus (2) interest thereon for twenty years at the 
rate of 4^ per centum per annum, compounded annually; (such amount being 
approximately equal to 3.38 times the adjusted service pay of the veteran). 
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The certificate and all rights conferred under the provisions of this title shall 
take effect as of January 1, 1923. The veteran shall name the beneficiary of 
the certificate and may from time to time, with the approval of the Secretary 
of the Treasury, alter such beneficiary. The amount of the face value of the 
certificate shall be payable (1) to the veteran on December 31, 1942, or (2) 
upon the death of the veteran prior thereto, to the beneficiary named ; except 
that if such beneficiary dies before the veteran and no new beneficiary is named, 
or if the beneficiary in the first instance has not yet been named, the amount 
of the certificate shall be paid to the estate of the veteran. 

Sec. 302. There is hereby established in the Treasury a revolving fund to be 
known as the "adjusted service certificate loan found" (hereinafter in this 
title referred to as the "fund"). The Postmaster General is authorized to 
make loans out of such fund upon the certificate of any veteran. The amount 
of such loans to any one veteran outstanding at any time shall not exceed — 

(a) If the loan is made on or after January 1, 1925, and before January 1, 
1928, 90 per centum of the sum of (1) the adjusted service pay of the veteran 
plus (2) interest thereon, from January 1, 1923. to the time of the making of 
the loan, at the rate of 4^ per centum per annum, compounded annually, or 

(b) If the loan is made on or after January 1, 1928, and before January 1, 
1943, 80 per centum of the sum of (1) the adjusted service pay of the veteran 
increased by 40 per centum, plus (2) interest thereon from January 1, 1923. to 
the time of the making of the loan, at the rate of 4^ per centum per annum, com- 
pounded annually. 

Sec. 303. Moneys in the fund shall be available to make all loans upon cer- 
tificates. The Postmaster General is hereby authorized to set aside out of 
the fund such reserve moneys as may be required to make such loans, and the 
Secretary of the Treasury is authorized to invest the remainder of the moneys 
In the fund in interest-bearing obligations of the United States. Such obliga- 
tions may at the discretion of the Secretary be sold and the proceeds rein- 
vested in other interest-bearing obligations of the United States, and shall be 
sold and the proceeds made available for the purposes of the fund, whenever 
the Postmaster General certifies that in his opinion further amounts are re- 
quired for the purposes of the fund. The fund shall be discontinued on Janu- 
ary 1, 1944. and any moneys therein at such tim^ shall be covered into the 
Treasury as miscellaneous receipts. 

Sec. 304. No loan shall be made uixm any certificate prior to January 1, 
1925. Applications for loans may be made to any postmaster of a first, second, 
or third class post office. The veteran shall give a note for the repayment 
of the loan upon an amortization plan by means of a fixed number of annual 
installments sufficient to cover (1) interest on the unpaid ^principal at the 
rate of 4i per centum per annum, and (2) such -amount of the principal as 
will extinguish the debt within an agreed period not exceeding the life of the 
certificate. The veteran may, however, pay any or all installments of the 
principal previous to their due date. The Postmaster General shall by regula- 
tion prescribe the form of application, and the duration, number, and amount 
of Installments, and such other conditions as he deems advisable, of the loan. 
All payments in respect to the loan shall be made through a first, second, or 
third class post office. Any moneys received for the repayment of the loan 
shall be covered into the fund. Whenever the Postmaster General finds that 
the borrower is in arrears for more than two years in his installments upon 
the note or has violated any other condition thereof, he shall certify such fact 
to the Secretary of the Treasury, who shall thereupon declare the certificate 
of the borrower to be forfeited. 

Sec. 305. No certificate issued or right conferred under the provisions of 
this title shall be negotiable or assignable or serve as security for a loan other 
than one made under the provisions of section 302. Any loan made in violation 
of any provision of this section shall be held void. Whenever the Secretary 
of the Treasury finds that any such certificate or right has been negotiated or 
assigned, or has served as security, in violation of a provision of this section, 
the rights of the veteran under this title shall be forfeited. 

Sec. 306. In the case of the death of the borrower or the forfeiture of his 
certificate or rights under this title, any loan made upon the certificate and 
the note in respect thereto shall be deemed canceled. The Secretary of the 
Treasury shall thereupon reimburse the Postmaster General for all unpaid in- 
stallments upon any canceled loan ; and in case such loan has been canceled 
as a result of the death of the borrower, the Secretary of the Treasury shall 
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deduct the amount of such reimbursement from the amount of the face value 
of the certificate in respect to which the loan is made. 

Sec. 307. Any certificate issued under the provisions of this title shall have 
printed upon its face the conditions and terms upon which It is issued and 
to which it is subject. 

Sec. 308. If the veteran dies after making application in accordance with the 
provisions of section 4 and before January 1, 1923, the amount of the adjusted 
service pay of the veteran shall be paid by the Secretary of the Treasury to his 
estate. 

Title 4. — ^Vocational Training Aid. 

Sec. 401. The Federal Board for Vocational Education (hereinafter in this 
title referred to as the " board '*) upon certification from the Secretary of War 
or the Secretary of the Navy, as provided in section 5, is hereby directed to pay to 
the veteran designated therein (if he is not receiving the benefits of the voca- 
tional rehabilitation act, asi amended) the sum of $1.75 for each day of his at- 
tendance (on or after January 1, 1923) on a course of vocational training pre- 
viously approved by the board as suitable for such veteran. Such payment 
shall be made without deduction for Sundays, holidays, or vacations not exceed- 
ing two weeks in duration, or for absence" for other cause which the board 
deems justifiable; but the total payment shall not exceed 140 per centum of 
the amount of adjusted service pay which the veteran would be entitled to re- 
ceive if he had chosen that plan. 

Payments under this section shall be made monthly, or at more frequent in- 
tervals, as the board may determine generally or in special cases. 

Sec. 402. The board shall establish such regulations as will insure the regu- 
lar attendance of the veteran on his course of training, and no sum or sums 
shall be payable under this title unless the board has been furnished proof of 
such regular attendance. For each day of unjustifiable absence the veteran 
shall forfeit the sum payable for that day, and shall receive no reimbursement 
for it in any other form. 

Sec. 403. (a) If the payment under section 401 plus the amounts forfeited 
under section 402 is less than 140 per centum of the adjusted service pay, either 
by reason of the duration of the course approved or by reason of the veteran's 
discontinuing, with the approval of the board, his attendance on his course of 
training, he shall be entitled to receive an amount equal to the difference be- 
tween (1) his adjusted service pay and (2) that proportion thereof which the 
payments made or accrued under section 401 plus the amounts forfeited under 
section 402 bear to 140 per centum of his adjusted service pay : Provided, That 
from the amount thus computed there shall be deducted an amount equal to 
the sums forfeited under section 402. 

(b) Such amount shall be paid to him by the board in such installments and 
at such times as will place him upon the same basis as if he had originally 
chosen to receive adjusted service pay as provided in title 2. 

Sec. 404. If before the completion of the payments under this title the vet- 
eran is separated from the military or naval forces under other than honorable 
conditions, or is discharged therefrcmi on account of his alienage, no further 
payments shall be made under this title. 

Sec 405. (a) If the veteran dies after making application in accordance 
with the provisions of section 4 and before any payments have been made or 
have accrued under this title, the amount of the adjusted service pay of the 
veteran shall be paid by the board to his estate. 

(b) If the veteran dies after the course of training has begun, his estate 
shall be paid by the board the same amount as would have been paid to the 
veteran under subdivision (a) of section 403, treating for such purposes the 
date of his death as the date of discontinuance of attendance on his course 
of training. 

(c) The amounts payable under this section shall be payable in the same 
manner as provided in subdivision (b) of section 403. 

Sec 406. (a) The board is hereby authorized to cooperate with State boards 
for vocational education in such manner as will secure their assistance in the 
approval of courses of training for veterans, and other assistance in carrying 
out the provisions of this title. 

(b) Whenever any State, provides funds for assistance to veterans in attend- 
ance upon approved courses or provides for free tuition in approved educational 
institutions, the board is authorized and directed to cooperate with the State 
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board for vocational education of such State in securing the maximum educa- 
tional opportunities to veterans entitled to the benefits of this title. 

Title 5. — Farm or Home Aid. 

Sec. 501. The National Veterans' Settlement Board created by title 6 (herein- 
after in this title referred to as the ''board*') upon certification from the Sec- 
retary of War or the Secretary of the Navy, as provided in section 5, is hereby 
directed, on or after January 1, 1923, to pay to the veteran designated therein, 
in one payment or in installments, an amount equal to his adjusted service 
pay increased by 40 per centum. 

Such payment shall be made for the purpose, and only for the purpose, of 
enabling the veteran to make improvements on a city or suburban home, or a 
farm not selected under title 6, or to purchase or make payments on such a 
home or farm. 

Sec. 502. No such payment shall be made unless and until the board has ap- 
proved the purpose for which it is desired by the veteran, and has suitable 
assurance that the money will be expended for such purpose. The board may, 
at the option of the veteran, or on its own motion, make the payment directly 
to the vendor or other person to whom such payment is due from the veteran. 

Sec. 503. For the purjwse of enabling it to pass upon the desirability of the 
investment the board may make use of the services of land bank appraisers 
of the Federal Farm Loan Board, to be designated by the latter board. 

Sec. 504. (a) If the veteran dies, after making application in accordance 
with the prov sions of section 4 for farm or home aid and before a contract 
just been entered into with the approval of the board, the amount of his ad- 
justed service pay shall be paid by the board to his estate in such installments 
and at such times as will place the beneficiaries thereof upon the same basis 
as the veteran would have been if he had originally chosen to receive adjusted 
service pay as provided in title 2, but no such payment shall be made if the 
veteran has been separated from the m'litary or naval forces under other than 
lionorable conditions or discharged therefrom on acount of his alienage. • 

(b) If before the veteran's death a contract has been entered into with the 
approval of the board, and payments under this title on such contract are still 
due,. such payments shall be made by the board to the vendor or other person 
to whom such payments are due from the veteran. 

Title 6. — ^Land Settlement. 

NATIONAL veteran's SETTLEMENT BOARD. 

Sec. 601. (a) There is hereby established a board to be known as the "Na- 
tional Veterans Settlement Board" (hereinafter in this title called the 
*' board") and to be composed of five members as follows: 

(1) The Secretary of the Interior (hereinafter in this title called the 
" Secretary "), and 

(2) Four members to be appointed by the President by and with the advice 
and consent of the Senate. At least three of the appointed members of the 
board shall be veterans. 

(b) No veteran retired for age or longevity of service from active service 
in the military or naval forces shall be eligible for appointment to, or remain 
eligible for membership upon, the board. Any vacancy in the office of an ap- 
pointed member shall be filled in the same manner and under the same limita- 
tions as in the case of the original appointment. 

(c) The Secretary shall be the executive and administrative officer to carry 
out the plans and purposes adopted by the board under the provisions of title 
5 and of this title. The members of the board, except the Secretary, shall 
receive an annual salary of $7,5(X). Of the members appointed to the board 
in the first instance, one shall be appointed for a term of two years, one for 
three years, one for four years, and one for five years. Their successors shall 
hold office for terms of five years; except that any member appointed to fill 
a vacancy shall be appointed only for the unexpired term of the member 
whom he succeeds. 

ESTABLISHMENT OF PROJECTS. 

Sec. 602. The board is hereby authorized to establish veteran settlement 
projects (hereinafter in this title called "projects") for the reclamation and 
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settlement of lands by means of irrigation, drainage, or other manner or method 
of development and improvement thereof, including the building of necessary 
public roads within the projects. Projects shall be selected by the board with 
a view to the development of one or more projects in each of the several 
States where the establishment of a project is feasible. 

Sec. 603. (a) The board may; by gift, purchase, deed in trust, or otherwise, 
acquire lands suitable for any project ; but no project shall be finally selected, 
And no lands shall be acquired by purchase, unless the price and other condi- 
tions of acquisition have been submitted to and approved by (1) the governor 
of the State in which the lands are located, (2) as to price only, a land-bank 
appraiser to be designated by the Federal Farm Loan Board, and (3) the 
board. If the governor of the State fails to signify his approval or disap- 
proval within such time as the board, by regulation, shall determine, the land 
commissioner, or if there is in the State no official of such title; then the 
agency which, under the laws of the State, is authorized to perform the func- 
tions ordinarily exercised by a land commissioner, may act in lieu of the 
:governor. 

(b) In case any project includes privately owned land, no construction work 
shall be commenced upon the project until the owners of all such land in the 
project have each conveyed or agreed to convey to the United States title to 
all land owned by him in excess of a farm unit as established for the project 
under the provisions of section 606. 

(c) The Secretary (1) may withdraw from location, sale, settlement, entry, 
or other disposition and place under the control of the board, such unappro- 
priated public lands as he deems necessary for any project, and (2) shall re- 
store to public entry lands so withdrawn, if subsequently the board finds that 
such lands are not so required. 

(d) The board may, in its discretion, contract with any irrigation or drain- 
age district or other public corporation organized under the laws of the State 
in which the project Is located to establish, develop, improve, and otherwise 
cooperate (in accordance with the provisions of this title) in the execution 
of, and the administration of the affairs of, any project comprising only the 
lands of such district or corporation. 

COQPERATION WITH FEDERAL AND STATE AGENCIES. 

Sec. 604. The board may, in executing the provisions of this title — 

(1) Make use of, cooperate with, and allot moneys appropriated for its use 
to, any ex sting agency of the Federal Government which agrees to act as the 
agent of the board. Such agency is hereby authorized, within the limits of the 
moneys allotted it and under the direction of the board, to perform work in 
connection with any project. 

(2) Whenever ii Slate provi(]es funds to be expended by the board in the 
establishment, development, and improvement of any project within the State, 
the board may contract with the State, or any agency thereof designated by 
the governor, to cooperate with the board, to such extent as the board deems 
-advisable, in the work in connection with the project. The board may further 
establish a branch office in the State to administer matters arising in con- 
nection with projects in the State. 

(3) Whenever a State provides not less tlian 25 per centum of the amount 
of the funds which are, in the opinion of the board, necessary to be expended 
by it in the establishment, development, and improvement of any project 
within the State, the board shall authorize the State, or any agency thereof 
designated by the governor, to undertake, subject to the general supervision 
of the board, (a) the selection, acquisition, and subdivision of lands for, and 
the improvement of farms within, any project, and (b) the development thereof 
after the project is open to settlement. 

Sec. 605. So far as practicable, veterans shall be employed and their serv- 
ices utilized in the administrative and field work necessary to the establishment 
and development of any proj(K?t by the board and all Federal agencies coop- 
erating therewith. All contracts or other agreements of the board with any 
cooperating State or agency thereof shall contain a like stipulation. At the 
earliest practicable date each soldier so employed upon a project shall be 
allowed to select and shall be allotted, as hereinafter in this title provided, a 
farm unit upon which he may construct a dwelling and make other improve- 
ments. 
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ALLOTMENT AND SALE OF LANDS. 

Sec. 606. (a) The board shall establish for each project or portion thereof 
11) farm units of an acreage sufficient, in the opinion of the board, for culti- 
vation by and the support of a family, and (2) farm worker's units of a 
smaller acreage sufficient, in tlie opinion of the board, for part-time cultiva- 
tion by a farm worker's family. 

(b) The board may set apart and reserve tracts within any project for 
use free from all charge for community and other public purposes, but the title 
to such lands shall remain in the United States. Whenever any sucli tract 
fails to be used for the purpose for which it was set apart and reserved, the 
board shall, after due notice and hearing, declare the tract forfeited to the 
United States. Such tract shall thereupon resume its original status. 

(c) The board may estal)li,sh town sites within any project and develop and 
sell lots therein under such regulations and \ipon such terms as it shall prescribe. 
All moneys received by the board from any such sale shall be expended by the 
board in the development of the project. 

Sec. 607. (a) When uwed hereinafter in this title, the term "repatriate" 
Includes (1) any citizen of the United States who has served with the military 
<»r naval forces of any nation allied against the German Government or its 
4illies without loss of citizenship, and (2) any former citizen of the United 
States who has ho served with loss of such citizenship but has since been re- 
patriated; except that such term shall not include a veteran or any individual 
who was separated from such forces under other than honorable conditions. 

(b) Whenever in the opinion of the board farm units or farm w^orkers' 
units, within any project, are available for settlement, the board shall give 
public notice and description thereof, together with a Statement of the con- 
struction charges and other conditions incident thereto, and shall mail indi- 
vidual notices to any veteran whose name has been certified to the board 
under the provisions of section 5. The board shall allot a farm unit or a farm 
^vorkers' unit to any such veteran or repatriate who applies therefor in gmch 
manner as the board shall by regulation prescribe. As between applicants, 
l)eference in making allotments shall be given, first, to a veteran who has 
been employed upon and who has rendered substantial service in the devel- 
opment of any project; and, second, to a veteran or repatriate, who, in the 
opinion of the board, is least likely to fail in his enterprise or cause the United 
States loss. 

Sec. 608. (a) The cost of construction, including the purchase price of any 
lands acquired for the project, but excluding administrative expenses and the 
•expenses of maintaining general offices and exercising general saipervision over 
projects, shall be api>ortioned equitably among the farm units, farm workers' 
units, town lots, and other tracts within the project in proportion to the sell- 
ing value of each unit, lot, or tract ; and the total sale price of all lands within 
the project shall be fixed with a view of repaying the total of such construc- 
tion cost of the project. 

(b) Each allottee of a farm unit or farm workers' unit shall pay to the board 
such price as the board shall fix for the unit in pursuance of the provisions 
of subdivision (a) of this section; except that in case the allottee is a veteran 
there shall be deducted from such price the amount of his adjusted service pay. 

(c) A veteran or repatriate may at his option, in lieu of payment in full at the 
time of entry, pay all balances due upon the purchase price for his unit upon an 
amortization plan by means of a fixed number of annual installments suffi- 
cient to cover (1) interest on the unpaid principal at the rate of 5 per centum 
per annum, and (2) such amount of the principal as will extinguish the debt 
within an agreed period not exceeding forty years. In case of a veteran, 
his adjusted service pay shall be considered as the first installment in pay- 
ment for his unit and the payment of the remaining installments shall not 
commence until two years thereafter. The board may in its discretion, when- 
ever it is of the opinion that any emergency has caused default in the pay- 
ment of anv installment of the vett}ran, postpone the payment of such install- 
ment until 'such date as it deems expedient. Such postponed payments shall 
continue to bear interest on the unpaid principal at the rate of 5 per centum 
per annum from the date of the contract of purchase. The board shall make 
such regulations as to residence upon, and use or cultivation of, units by a 
veteran or repatriate, as in the opinion of the board, will carry out the pur- 
ix>se of making the unit' his permanent home. ,. , . . ^ 

Sec 609. A patient or deed, as the case demands, shall immediately be issued 
to a purchaser who has paid the full price for his unit, and may be issued at 
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any time more than five years after the date of purchase to any purchaser under 
the amortization plan who has met all payments then due from him to the board 
and has observed all conditions prescribed by the regulations issued under 
the provisions of subdivision (c) of section 608. Each such patent or deed 
shall expressly reserve to the United States a prior lien on the land patented 
or deeded, superior to all other liens, claims, or demands whatsoever, for the 
repayment of all sums due or to become due to the board. 

Sec. 610: (a) If the veteran dies after making application in accordance 
with the provisions of section 4 for land settlement aid and before having 
entered into a contract of purchase under section 608, the amount of his ad- 
justed service pay shall be paid by the board to his estate in such installments 
and at such times as will place tlie beneficiaries thereof upon the same basis 
as the veteran would have been if he had originally chosen to receive adjusted 
service pay as provided in title 2, but no such payment shall be made if the 
veteran has been separated from the military or naval forces under other than 
honorable conditions or discharged therefrom on account of his alienage. 

(b) If the vetjeran or repatriate dies, previous to the completion of his con- 
tract of purchase, the successor by law to his interest in the land, if a widow 
or heir at law, may assume the contract of purchase. If the successor is other 
than a widow or heir at law, the balance due the board under the contract of 
purchase shall be due immediately and shall be paid the board witliin such time 
after the death of the veteran as the board shall by regulation prescribe. 

Sbc. 611. No lands within any project shall in any event become liable to the 
satisfaction of any debt contracted prior to the issue of the deed or patent 
therefor. No transfer, assignment, mortgage, or lease of the interest of any 
purchaser of a unit shall, unless approved by the board, be valid previous to the 
issue of the deed or patent for the land, or within five years after the date of 
purchase. 

Sec. 612. Prior to the issue of a deed or patent, as the case may be, for any 
unit, lot, or tract within a project, such unit, lot, or tract shall be subject ta 
taxation by any State, or political subdivision thereof, but only upon the ap- 
praised value of the owner's interest in the land and improvements thereon. 
If the owner fails to pay any such tax or assessment, the board is authorized 
to pay such tax or assessment and to include the amount of the payment, to- 
gether with interest and penalties at the rate provided by law for delinquent 
taxes in the State in which the land is located, in the installments payable 
under the contract of purchase. 

Sec. 613. Upon the default of any payment due to the board under, or upon 
the violation of, the provisions of subdivisin (c) of section 608, or of section 
610, 611, or 612, the interest of the purchaser in the unit shall revert to the 
United States free of all encumbrances, but subject to the right of the default- 
ing debtor, or any mortgagee, Hen holder, judgment creditor, or subsequent 
purchaser, to redeem the land, within one year after the board gives notice 
of such default, by payment of all moneys due with interest at 8 per centum 
per annum from the date of default, and costs. The board, at its option, may 
cause the land to be sold at any time after such failure to redeem. From the 
proceeds of the sale the board shall retain all moneys due, with interest as 
provided, and costs. The balance of the proceeds, if any, shall be the property of 
the defaulting debtor or his assignee. In the case of sale after failure to re- 
deem under this section, the board is authorized to bid in such land at not more 
than the amount in default, including interest and costs. 

Sec. 614. In case a veteran has entered upon land reclaimed under the 
reclamation law, the board shall, upon application of the veteran, pay to the 
reclamation fund the amount of the adjusted service pay of the veteran, and the 
Secretary of the Interior shall thereupon credit such sum to the amount pay- 
able to the fund by the veteran. 

RECEIPTS FROM PROJECTS. 

Sec. 615. All moneys received by the bo^rd as payments in respect to lands 
within any project, except money received from the sale of town sites as pro- 
vided in section 606, shall be covered into the Treasury of the United States 
as miscellaneous receipts ; except that from such receipts shall be deducted the 
amounts required to make such repayment or reimbursement to any State or 
designated agency thereof, or to any district or other public corporation, as is 
necessary to carry into effect the provisions of subdivision (d) of section 603^ 
and of subdivisions (2) and (3) of section 604. 
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APPLICABILITY OF RECLAMATION LAW. 

Sec. 616. The board shall, so far as possible, in executing the provisions of 
this title, make use of existing agencies in the Department of the Interior and 
comply with the reclamation law in so far as such law is applicable and not 
inconsistent with the provisions of this title. Such reclamation law shall, for 
the purposes of this title, be deemed applicable to the reclamation of lands 
by drainage or by any other manner or method, as well as to reclamation by 
irrigation. This section shall not be construed to give the board any control 
over the disposition of moneys in the reclamation fund. 

EFFECTIVE DATE. 

Sec. 617. Sections 602 to 616, both inclusive, shall take effect on January 1. 
1923. 

Title 7. — Miscellaneous Provisions. 

Sfx. 701. The officers and boards having charge of the administration of any 
of the provisions of this act are authorized to appoint such officers, employees, 
and agents in the District of Columbia and elsewhere, and to make such ex- 
penditures for rent, furniture, office equipment, printing, binding, telegrams, 
telephone, law books, books of reference, stationery, motor-propelled vehicles or 
trucks used for official purposes, traveling expenses and per diem in lieu of 
subsistence at not exceeding .$4 for officers, agents, and other employees, for 
the purchase of rfeports and materials for publications, and for other contingent 
and miscellaneous expenses, as may be necessary efficiently to execute the pur- 
poses of this act and as may be provided for by the Congress from time to time. 
With the exception of such special experts as may be found necessary for the 
conduct of the work, all such appointments shall be made subject to the civil- 
service laws, and preference shall, so far as practicable, be given to veterans. 

Sec 702. If any provision of this act or the application thereof to any per- 
son or circumstances is held invalid, the validity of the remainder of the act 
and of the application of such provision to other persons and circumstances 
shall not be affected thereby. 

Sec 703. Whoever knowingly makes any false or fraudulent statement of a 
material fact in any application, certificate, or document made under the pro- 
visions of title 1, 2, 3, 4, 5, or 6, or of any regulation made under any such 
title, shall, upon conviction thereof, be fined not more than $1,000, or impris- 
oned not more than five years, or both. 

Sec 704. There is hereby authorized to be appropriated such amount as may 
be necessary to carry out the provisions of this act. 

Mr. Green. Of the witnesses on the list given to me the first is Col. Han- 
ford MacNider, National Commander of the American Legion. However, if 
those representing the legion desire to change the order of appearance, the 
committee will have no objection at all. 

STATEMENT OF MB. JOHN THOMAS TAYLOB, VICE CHAIRMAN NA- 
TIONAL LEGISLATIVE COMMITTEE OF THE AMERICAN LEGION, 
WASHINGTON, D. C. 

Mr. Taylob. I just want to make a few remarks before introducing the 
chairman of our committee, Mr. Daniel F. Steck, of Iowa, and the National 
Commander Hanford MacNider; and also at this time, Mr. Chairman, to 
thank you for the opportunity that is presented to us to appear before you 
on this legislation, which is of such vital interest to the American Legion 
and to the cause of the ex-service men. 

The American Legion at the present time is composed of more than a mil- 
lion and a quarter members. We have 11,000 posts scattered throughout the 
country; those posts are in every village, town, city, and county seat, and 
the national commander wants to speak just a moment on how they might be 
of assistance in carrying out this program later, and for that reason I am 
bringing this up. 

But what I want to impress most upon the committee is the fact that there 
were 4,800,000 ex-service men and women, and that the Congress of the United 
States is composed of close to 450 members, and each member is in effect rep- 
resenting practically 10,000 ex-service men and women together with their 
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dependents, which might be multiplied at least by two, and that would make 
it 20,000; and those 20,000 ex-service men and women in each congressional 
district feel that they have a right to come down here to Washington and ex- 
press to the Congress of the United States their wishes upon this adjusted com- 
pensation measure. 

The American Legion itself was incorporated by an act of Congress approved 
September 16, 1919; its first national convention was held in Minneapolis,. 
Minn., on November 11, 1919, and at that time you gentlemen will recall that 
there were some 55 bills before Congress providing for what was then called 
a " bonus." The entire coterie of bills were finally referred to the Ways and 
Means Committee, and the chairman of this committee requested the American- 
Legion to attend a conference and discuss the best means to meet this- 
situation. 

We had at that time a temporary organization. We met in Washington ; we 
went over the matter very carefully and we prepared a fourfold optional 
bill, which was referred to the Ways and Means Committee and at that time 
introduced by the chairman, Mr. Fordney. That bill eventually was passed 
upon by the Ways and Means Committee, and the fifth additional option, 
known as the "adjusted service certificate'* was included. It was reported 
favorably by your committee and passed by the House in May, 1920. It has- 
twice been reported favorably by the Senate Finance Committee, and once re- 
committed from the Senate and action temporarily delayed upon it. 

There have been three conventions of the American Legion : November 11^ 
1919, at Minneapolis; the next convention, October, 1920, at Cleveland, Ohio; 
and our last convention, at Kansas City, November 1, 1921. Those three con- 
ventions have carefully considered the bill as it passed the House, and have 
each time gone on record favoring it unanimously and requesting its immediate 
enactment by the Congress of the United States. 

At our last meeting in Indianapolis our position was reaffirmed. We believe 
sincerely that that represented truthfully the sentiment of the ex-service menr 
and women of the country. 

Mr. Garner. Is the provision you referred to embraced in H. R. 1, known 
as the Fordney bill? 

Mr, Taylor. That is embraced in H. R. 1, Mr. Garner. 

Mr. Garner. That is the bill that you reindorsed? 

Mr. Taylor. Yes ; that is the bill which we reindorsed. There is some feeling- 
amongst the ex-service men and women that perhaps the Congress of the United 
States was not so certain as to the attitude either of the public or of the ex- 
service men throughout the country on this legislation, and perhaps that 1j5 
one of the contributing reasons why there has been some delay in its passage. 

Certainly, since it first w^ent through the House, the sentiment of the ex- 
service men and women themselves and their defendants, and certainly the 
sentiment of tJie country generally, has mounted mountain high in favor or 
this legislation. The unfortunate part of it has been that not sufficient pub- 
licity has been given to the five different features, and the general impression 
has been that it provided merely for a cash payment, which was to be made 
immediately. 

J would like just at this time to say what the bill contains, although I know- 
that every member does know. 

Mr. Garner. May I ask you, before you pass from that point, in reference te 
the sentiment of the American people. There seems to be some controversy a& 
to the number of States that have either taxed themselves or issued bonds for 
the purpose of paying compensation to the soldiers who went to the war from 
those States? 

Mr. Taylor. Yes, sir. 

Mr. Garner. Would you mind putting into the record, if you have it. the 
number of States and the summary of the average amount paid to each soldier '^ 

Mr. Taylor. Do you want me to read that at this time? 

Mr. Garner. I want you to put it into the record. 

Mr. Treadway. I think it would be well to have it read. 

Mr. Garner. Just as you like. There is some newspaper controversy, and T 
have not the information. So I think it would be well for the committee to 

have it here. 

Mr. Taylor (reading) : 
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STATE BENEFICIAL LEGISLATION. 

Alabaina, — No action. 

Arizona, — Offers assistance in settling on farms, and provides help in buying 
homes. 

Arkansas. — No action. 

California. — State civil service preference for veterans has been adopted* 
State legislation enacted awaiting referendum November, 1922, to provide edu- 
cational aid up to $1,000 and aid in farm and home settling of all in United 
States service or dependents. Veterans* welfare commissions or boards have 
been instituted also. Bond issue of $10,000,000. ' 

« Colorado. — Has adopted State civil service preference for veterans and offers 
assistance in settling on farms. State legislation enacted appropriating $200,- 
000 at rate of $200 each to all in United States service for vocational training. 
Bonus legislation reported as pending. 

Connecticut. — Has adopted State civil service preference for veterans and 
has granted exemption from taxation. Provides relief for needy veterans. 
Bonus legislation being considered. 

Delaware. — Bonus legislation being considered. 

District of Columbia. — ^No action. 

Florida. — ^Bonus legislation reported as pending. 

Georgia. — No action. 

Idaho. — Offers assistance in settling on farms. Veterans' welfare commissions^ 
or boards have been instituted. 

Illinois. — State civil service preference for veterans has been adopted, and 
offers aid for education of veterans. State legislation enacted, awaiting refer- 
endum November, 1922, paying cash bonus of $15 per month of service (at 
least two months) at a maximum of $300, to discharged soldiers and sailors. 
Bond issue of $55,000,000. 

Indiana. — Bonus legislation has been considered. Aid for education of vet- 
erans is available. 

Iowa. — State civil service preference for veterans has been adopted. State 
legislation passed, awaiting referendum November, 1922, paying cash bonus of 
50 cents per day of service at a maximum of $350 to all in United States service 
(80,000 estimated). $22,000,000 bond issue. Has granted exemption from tax- 
ation, and aid for education of veterans is available. Veterans' welfare com- 
missions or boards have been instituted. 

Kansas. — State legislation passed, awaiting referendum November, 1922, pay- 
ing cash bonus of $1 per day of service each, to all in United States service. 
Bond issue of $25,000,000. 

Kentucky. — Aid for education of veterans is available. 

Louisiana. — No action. 

Maine. — Bonus being paid. State legislature enacted constitutional amend- 
ment approved by referendum, paying bonus of $100 each, to all in United 
States service, dependents or heirs of dead. Bond issue of $3,000,000. Provides 
relief for needy veterans. 

Maryland. — Bonus legislation has been considered. 

Massachusetts. — Bonuses being paid. State legislation enacted, 1917-18, pay- 
ing bonus of $10 per month of service each, to all in United States service, hav- 
ing an appropriation of $3,739,200. Seventy-five thousand three hundred and 
ninety-eight paid up to December 16. State legislation enacted, 1919, paying 
bonus $100 each, to all in United States service, with appropriation of $20,000,- 
000 ; $9,000,000 notes sold to cover. One hundred and eighty-four thousand and 
eighty-three paid up to January 1. State civil service preference for veterans 
has been adopted ; exemption from taxation granted ; veterans aided in finding 
employment, and relief for needy veterans is provided. 

Michigan. — ^Law passed special session, 1921, paying bonus of $15 per month 
of service each, to all in United States service (150,000 to 200,000 estimated) ; 
$30,000,000 worth of bonds sold — ^awaiting funds. State civil service pref- 
erence for veterans has been adopted. Exemption from taxation has been 
granted. 

Minnesota. — ^Law passed special session, 1919, amended, 1921, paying bonus 
of $15 per month of service each, to all in United States service (116,000 claims ; 
102,000 paid) ; $20,000,000 certificates, $1,000,000 certificates additional, and 
$2,()00,000 appropriation. State civil service preference for veterans has been 
adopted ; aid for education of veterans available. Offers assistance in settling 
on farms, and provides relief for needy veterans. 
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Mississippi. — No action. 

Missouri. — State legislation enacted, adopted at referendum, paying bonus 
of $10 per month of service each ($250 maximum), to all in United States 
service, or widow, dependents, etc. Bond issue of $15,000,000. State civil 
service preference for veterans has been adopted. 

Montana, — State legislation enacted, awaiting referendum November, 1922, 
paying bonus of $10 per month of service ($200 maximum), to all in United 
States service, or widow, dependents, etc. Bond issue of $4,500,000. State 
civil service preference for veterans; have instituted veterans' welfare com- 
missions or boards, and provide relief for needy veterans. 

Nebraska. — State legislation enacted for care and relief of needy, benefiting 
all in United States service, or widow, dependents, etc. Interest on $2,000,000 
Invested in United States, Nebraska State, or municipal bonds. Provides aid 
for education of veterans, and veterans are aided in finding employment. 

Nevada. — ^Has adopted State civil-service preference for veterans, and veter- 
ans are aided in finding employment. 

New Hampshire. — State legislation passed paying bonus of $100 each, to 
all in United States service (190,000 eligible, estimated). Bond issue of 
$1,500,000. 

New Jersey. — State legislation passed, approved by referendum, paying $10 
per month of service ($100 maximum) each, to all in United States service, 
or dependents, etc.; (120,(X)0 eligible; 50,(X)0 already paid.) Bond issue of 
$12,(X)0,0(X). State civil-service preference for veterans has been adopted. Ex- 
emption from taxation has been granted. 

New Mexico. — Offers assistance in settling on farms. 

New York. — Constitutional amendment approved. State legislation passed. 
Paying bonus of $10 per month of service ($250 maximum) each, to all in 
United States service, or widow, dependents, etc. Bond issue of $45,000,000. 
Declared unconstitutional by New York State Supreme Court. 

North Dakota. — State legislation passed paying bonus of $25 per month of 
service each, to all in Army and Navy, or widow, dependents, etc; (30,033 
eligible). Direct taxation 1 mill on each $1; bonus paid as fast as funds avail- 
able. Exemption from taxation has been granted. 

North Carolina. — ^No action. 

Ohio. — State legislation passed, covered by 4 to 1 in referendum, paying bonus 
of $10 per month of service ($250 maximum) each, to all in United States serv- 
ice, or widows, dependents, etc. Bond issue of $25,000,000. 

Oklahoma. — Veterans* welfare commissions or boards have been instituted. 
Relief for needy veterans is provided. 

Oregon. — State legislation passed, providing for vocational training at rate 
of $800 to all in United States service, to be taken care of by appropriation. 
State legislation passed, referendum approved, constitutional amendment, June 
7, 1921, paying bonus of $15 per month of service ($500 maximum) each or up 
to $3,(X)0 loan on real estate to all in United States service, to be taken care of 
by bond issue of about $3,300,(X)0. Bonus awaiting sale of bonds. State civil 
service preference for veterans has been adopted. Aid available for education 
of veterans. Provides help in buying homes and settling on farms. Veterans' 
welfare commissions or boards instituted, and provides for relief for needy 
veterans. 

Pennsylvania. — State legislation passed once (must be passed by another 
session and constitutional amendment voted on November, 1924), awaiting leg- 
islative act and referendum to pay bonus of $10 per month of service ($200 
maximum) each, to all in United States service. Bond issue of $35,000,000. 

Rhode Island. — State legislation passed, referendum approved, paying bonus 
of $100 each, to all in United States service; (26,000 eligible, estimated, and 
25,000 already paid). Bond issue of $2,500,000. 

South Carolina. — Granted exemption from taxation. Aid for education of 
veterans available. 

South Dakota. — State legislation passed paying bonus of $15 per month of 
service and 50 cents per additional day ($4()0 maximum) each, to all in United 
States service (35,000 to 40,000 eligible estimated). Bond issue of $6,000,000. 
State civil service preferences for veterans. Aid for education of veterans 
available. Provides help in buying homes and settling on farms. Provides relief 
for needy veterans. Funds out of which loans are made to veterans have been 
authorized by South Dakota. 

Tennessee. — ^Aid for education of veterans is available. Provides relief for 
needy veterans. 
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Texas. — Grants exemption from taxation. 
Utah. — Aid Is available for education of veterans. 
Virffinia. — ^No action. 

Vermont. — State legislation enacted, and referendum approvetl, paying bonus 
of $10 per month of service ($120 maximum) each, to all in United States serv- 
ice (all paid who applied; about 15,000). Bond issue of $1,500,000. 

Washington. — State legislation passed, and referendum approved, paying 
bonus of $15 per month of service each, to all in United States service, or widow, 
dependents, etc. (60,000 eligible, estimated). Bond issue of $11,000,000. State 
civil service preference for veterans has hi^en adopted. OflCers assistance In 
settling on farms. Veterans* welfare commissions or boards have been insti- 
tuted. Veterans are aided in finding employment. Provides relief for needy 
veterans. Funds out of which loans are made to veterans have been authorized 
West Virginia. — Provdes relief for needy veterans. 

Wisconsin. — State legislation enacted paying bonus of $10 per month of serv- 
ice, $30 per month for education up to $1,000, and $30 per month relief for dis- 
abled to aH in United States service. Funds in treasury, $20,000,000. Taxation 
by counties — direct tax and surtax on incomes totaling $8,750,(X)0. State civil- 
service preference for veterans has been adopted. Aid for education of veter- 
ans available. Veterans* welfare commissions or boards have been instituted. 
Relief for needy veterans provided. 

Wyoming. — Grants exemption from taxation. 

Mr. Gabdner. I wonder if you could give us in a little more detail what has 
been done in regard to exemption from taxation? I happen to know something 
about the exemption granted in Texas. In order to enlighten Congress you 
should state what that exemption is. Will you be good enough to put that in 
the record, Mr. Taylor? What I wanted to ascertain, if I could, was: To what 
extent have the representatives of the people in the various States, in their 
legislative action or by referendum, expressed themselves on this matter? It 
is a question as to what the people of this country have offered touching this 
legislation. 

Mr. TAyi:x)B. So far as adjusted compensation, or so far as other beneficial 
legislaton Is concerned — so far as adjusted compensation in the various States 
has been considered, 19 have passed upon it, 11 by referendum; and it runs 
all the way from 2 to 1 in favor up to 8 to 1 in favor. 

Mr. Gabneb. My recollection is — and I made that statement once, either on 
the floor of the House or in the, committee — that so fas as I recall, every State 
which has taken a referendum has adopted some character of relief for the 
soldiers. Is that correct? 

Mr. Taylob. I think that fs a correct statement. 

Coming back to the attitude and the activity of the American Legion, this 
legislation was not initiated by the ex-service men. This leg'slation was pend- 
ing in the House when the ex-service men's organization came into existence, 
and It was at the request of the chairman of the committee that we drew up 
the first draft of the bill ; and at that time, as I say, we included four features, 
and the House included the fifth feature. The bill at the present time provides 
for adjusted pay at the rate of a dollar a day for home service and $1.25 for 
foreign service, with a maximum of $500 for a man without overseas service 
and $625 for a man with overseas service, deducting the $60 that was paid in 
the beginning. 

The adjusted-service certificate, commonly known as insurance — ^that is, a 
paid-up 20-year endowment policy — the face value of this policy will be 3.38 
times the amount that would be received in cash. The face value of this polcy 
would be payable to the veteran at the end of 20 years, or if he dies before the 
expiration of 20 years, the face value would be paid to the beneficiary of the 
policy, and loan values also are provided for. 

Vocational training at $1.25 a day wh'le taking a course in vocational train- 
ing—the amount when thus paid in no case would exCfeed 140 per cent of what 
would have been paid in cash. 

Farm or home aid, 140 per cent of what would be paid under option No. 1. 
if the money is used to purchase a home or to make payments on an improved 
farm or city or suburban homes; and land settlement, which provides for the 
establishment of reclamation projects for the development or improvement 
for the vacant land in the country. This may be Government land or may 
be land purchased bv the Goveniment. If possible, projects will be located 
in each State, the State paying part of the purchase price of private land 
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bought for this purpose. The ex-service men are to be employed on the oroi- 
ects as far as possible. It provides for the sale of farm units on these oroi- 
ects when they are ready for settlement. This sale price is to include the our- 
chase price of land plus cost of improvements, 
on^th* ^f ^^^^® ^^^^ ^^^^^ "^^^^ adjusted service pay applied as first payment 

According to the bill, each veteran shall have the right to avail himself of 
any one, but only one, of these preceding options. 

We have here to-day the chairman of our national legislative committee 
whom I would lilse to call upon at this time, and who is ready to go into any 
features of this legislation that the gentlemen of the committee desire to ore- 
sent to it. ^ 

Mr. Fbeab. I wanted to asl£ you a question to supplement what you have 
there 

Mr. Taylor (interposing). Certainly. 

Mr. Fbear. Because I think it ought to go into the record at this time. You 
stated what has been done in this country for the service men ; that is, what 
has been done by the several States? 

Canada has given to its officers and men — officers, a maximum of $972; 
privates, $600. Belgium has given to its officers and men a bonus or compen- 
sation of $492 — the privates the same amount as the officers. France has 
given to its officers $249 and the same to the privates — this statement comes 
from the War Department, as I understand it. The United States has given 
$60 to its officers and $60 to its privates. England has given $141 to its pri- 
vates and none to its officers. Italy has given $64 to its privates and none ta 
its officers. 

I asls you : In view of this fact, would you think that any Member of Congress 
or any member of this committee should be denounced as a politician simply 
because he views the claims of the soldiers to recognition at this time? 

Mr. Taylob. Certainly not, because I do not think the question of politics 
enters in this thing at all. The ex-service men and women of the country are 
divided among all of the political parties. I do not think that politics enters 
into it at all. 

Mr. Fbeab. That statement was made in one of the leading papers in this 
city by a man named Brown, a reporter on that paper, and he coupled it with 
the statement that in order to impose on the people a consumption tax they 
intended to include it with the bonus bill, so that men would not dare to vote 
against the tax, because of tlie political aspect in reference to bonus legislation. 
I am sure that is not inspired by your organization. 

Mr. Taylor. The American Legion is not in politics — it has not been in 
politics, and never will be in polities. We are not interested in this matter 
from a political point of view ; we have never made any statement' bearing on 
the political significance of it. This is simple justice to the ex-service men 
and women of the country; by Republicans, Democrats, and Socialists alike; 
and we hope and we believe that the Congress of the United States will look 
upon it in that light. 

Mr. Fbeab. In view of the fact that the men who were in the service and 
whom Congress sent over there were receiving a dollar a day, which was taken 
up largely for insurance and for the payments to their families, and all that. 

Mr. Taylob. And payment of bonds which they purchased? 

Mr. Fbeab. Is it unreasonable to believe that men who remained home and 
made no sacrifice, like the publisher of a great newspaper and others who write 
for the paper, have no conception or understanding of the situation of the man 
back home who did serve and now asks for that service pay adjustment? 

Mr. Taylob. Unfortunately, that is correct; they have not the vision of the 
thing, and that is why I said tliat after two years the entire sentiment of the 
country has mounted higher and higher until I do not think there is any 
question in the minds of the Congressmen — and, after all, the Congressmen 
represent these men and these women, and they know what they want. There 
is not any question, I think, in the minds of any Member of Congress as to 
tlie justness of this claim and the need for its immediate enactment. 

Mr. Fbeab. You have shown the public sentiment, as Mr. Garner well says, 
by the referendums in the various States, wiiere it runs all they up to 8 to 1. 
My own State was 3 to 1, where tli^ey gave $20,000,000. 

Mr. Gabneb. You understand this certificate of character does not apply to 
this committee, as there are no politicians on it; we are all statesmen. 

Mr. Fbeab. Yes, sir ; undoubtedly. 
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Mr. Garner. I do not know who is best capable of doing it, but undoubtedly 
your organization has probably the best estimate of any I know of, and what I 
want you or your associates to do is to tell us the number of soldiers that in 
your judgment would take the various live opportunities; that is, the per- 
centages of the total number who would probably take the cash or the home 
settlement or the land settlement or the insurance or the vocational training. 
We are to have that as nearly as possible, and I assume that your organization 
can give a better guess than anyone else. 

Mr. TAYtoR. Yet, it would only be an estimate. 

Mr. Garner. I ki\ow ; but we must have an estimate from somewhere, from 
somebody. Therefore I am asking you and your organization to give us an esti- 
mate and we may ask others to give it. 

Mr. Taylor. I will then call upon the chairman of our committee, Mr. Daniel 
Steck, of Iowa. 

Mr. Houghton. Looking over this pamphlet of yours I see something that 
leads me to ask this question : Has the Legion, in its efforts to bring this legisla- 
tion about, any thought that if enacted it would be in lieu of a possible pension 
system later? 

Mr. Taylor, That is a question that I could not answer; that is a question 
that has never been brought up before the executive committee of the American 
Legion or at the national convention. I do not think that thought enters any- 
body's mind. 

Mr. Houghton. Mr. Taylor, may I ask you, in connection with that, if the 
payment of $400 is sufficient compensation to provide a substitute for any 
possible pension in the future? 

Mr. Taylor. I do not like to digress upon the subject. This subject of ad- 
justed compensation is to adjust in some way the economic handicap that the 
man suffered by reason of service and the condition in which he finds himself 
at the present time. 

Mr. Houghton. I appreciate that. 

Mr. Taylor. There are between 600,000 and 900,000 ex-service men at the 
present time out of employment. Almost every ex-service man, with the ex- 
ception of men of higher rank and higher degree of education, who had busi- 
nesses that they could return to — ^almost every ex-service man and woman 
suffered some economic handicap as a result of this service, and this legisla- 
tion is intended to provide in some way an equalization ; in some way to demon- 
strate to those men that the Government was not watching the fellow who stayed 
at home and encouraging him and aiding him to make hie plenty while the 
other man was away and doing the service. at a loss ; it is merely in some way 
to remedy that economic loss that the man suffered by reason of his service 
during the war, and I do not think it has any relationship whatever to the 
future, although I think this, that the adjusted service certificate, which per- 
sonally I believe 80 per ce^t of the ex-service men and women will take, will 
give to the ex-service man and his wife and his dependents a certain sense of 
security against future want. I do not think there is any doubt about that — 
that if a man has in his possession the certificate of the United States drawing 
41 per cent interest compounded semiannually, and he knows that if in need 
he can use that, I think that that instills in that man's heart and mind a cer- 
tain sense of security against want. 

As to the other features of the bill — land development and the farm and 
home aid — they are in the future and are up to the man to develop his oppor- 
tunity as they grow upon him. 

Mr. Longworth. Mr. Taylor, in the Senate report on the so-called indemnity 
bill appears this : " We believe we are more than conservative in saying that at 
least 80 per cent of the veterans will take the certificate plan." Do you agree 
with that? 

Mr. Taylor. Yes, I do. 

Mr. Longworth. You do? 

Mr. Taylor. Oh, yes; I agree with that. I did not want to touch upon it, 
because I w^anted our national commander to address you upon it. 

Mr. Hawley. How did you arrive at that — by referendum throughout the 
legion ? 

Mr. Taylor. No ; we have not been able to have a referendum upon that.* 
We arrived at it from meetings at posts where the proposition has been up about 
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that, and the men called upon to express their preference as to which they 
would take. 

Mr. Hawley. In what section of the country? 
Mr. Taylor. All over the country it has been done. 

Mr. Garner. Is it not true, Mr. Taylor, that the membership of the legion — 
if I can use such a term — represents a more substantial element of the sol- 
diers than those who are not of the membership 

Mr. Taylor (interposing). Of the legion? 
^Ir. Garner. Yes. 

Mr. Taylor. Mr. Garner, there were a good many hundred thousand men 
who belonged to the Legion last year who were not able to pay this year's 
dues upon the first of the year. I do not think that that would indicate any 
substantial situation. 

Mr. Garner. That is the reason why I am illustrating it by your 80 per 
cent. You judge the sentiment of the 4,800,000 men by what you got from the 
1,000,000 men who belong to your Legion who have been able to pay their 
dues 

Mr. Taylor (interposing). Not only that, Mr. Garner 

Mr. Garner (interposing). Just a moment. If that is true, if my premise 
is correct, it just occurred to me that those who belong to the Legion would be 
more likely to take the certificate than they would the cash, whereas maybe 
those who are poorer and less able to do without the cash at the present time, 
not as large a percentage, would take the cash instead of the certificate. 

Mr. Taylor. The national commander will tell you that on his trip through 
the country, in which he visited every State, on what we called the " Marshal 
Foch tour," hundreds of thousands heard Marshal Foch and the national com- 
mander of the American Legion, and a great many of these men did not belong 
to the American Legion. The adjusted compensation matter the national com- 
mander put up at every place he visited, and he has been in 40 States, and I 
want him to tell you himself the facts upon it. 

Mr. Green. We will go over these things two or three times, if we are not 
careful. He wants to have the national commander address the committee on 
those points. 

Mr. Taylor. I want to have the chairman of the committee speak next. 

Mr. Hawley. What is the membership of the American I^egion now? 

Mr. Taylor. One million and a quarter, just a little over that — about one- 
fourth of the ex-service men. 

Mr. Hawley. And not quite 30 per cent of the entire number? 

Mr. Taylor. The Army, Navy, and Marine Corps. 

Mr. Hawley. The ex-service men and women? 

Mr. Taylor. Yes. 

Mr. Radley. I understand you to say that you estimate that at this time 
there are 600,0(X) to 900,000 ex-service men out of employment? 

Mr. Taylor. Yes, sir; I do. 

Mr. Hadley. If that be true and that situation continues until the legislation- 
became effective, would not that have a material bearing upon the question, 
of an estimate as to what they would take? 

Mr. Taylor. I have no doubt that it would, but it is not for the American 
Legion to say to the ex-service man what he shall take. 

Mr. Hadley. No. 

Mr. Taylor. But, as you know, we have the American Legion Weekly, our 
own publication which goes not only to members of the American Legion but 
to ex-service men throughout the country, and we have outside of that 150 
Legion publications — in every State, and in every county in each State — and w^e 
are now carrying on a campaign of education and we are going to continue to 
carry on this campaign of education to the end that the ex-service men and 
women will take advantage of what we consider the most productive features 
of the bill. 

Mr. Hadijsy. Have you taken into account that nonemployment in arriving 
at your 80 per cent estimate will take adjustment compensation certificate? 

Mr. Taylor. No ; we are not now. We can not say what the man out of 
work will do. 

Mr. Treadway. Your idea is that 80 per cent of the 150,000 American Le- 
gion 

Mr. Taylor (interposing). I think that 80 per cent of the ex-service men and 
women of the country will take advantage of the adjusted service certificate. 

Any man who understands the provisions of the bill will take advantage of 
it, unless he is desirous of having home aitl or land aid. 
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Mr. Gkeen. I just want to call attention to the fact that if we proceed in 
the manner we are doing with this witness we will not have any b'U ready in 
two weeks nor in a month. * ^ 

Mr. Freab^ This is a question that I think this witness or the American 
Legion ought to answer during the course of the hearings, because it is very 
material to any bill enacted by Congress for us to know what the service men 
as a whole prefer to have when the cash element is taken, a monthly payment 
or quarterly payment. The suggestion is simply this : The quarterly payment 
gives a large amount of money to some people, particularly in some southern 
places mentioned, and in that way g.ves an inducement to spend rapidly 

Mr. Taylor. I will have the chairman of our committee speak in relation to 
cuat. 

Mr. Freab. Some of you gentlemen ought to discuss that briefly for us 
Mr. Taylor. Thank you very much. 

STATEMENT OP MR. DANIEL STECK, CHAIRMAN OP LEGISLATIVE 

COMMITTEE, AMERICAN LEGION, IOWA. 

Mr. Steck. I will try to answer some of the questions that have been asked 
Jiere, if the chairman will permit. The gentleman asked the question whether 
or not this bill woull be considered in lieu of future pensions, as I understood 
his question. 

Mr. Houghton. I asked that question. 

Mr. Steck. The vice chairman of the comnvttee said he knew of no action 
naving been taken. I do not believe he was present and possibly it slipped his 
mind, that at a meeting of the national executive committee of the American 
Legion here in Washington some years ago, when it was discussed and a 
resolution passed, which I will be very glad to give to you gentlemen of the 
Congress, to the effect that when this bill was passed it would be considere:! 
a quitclaim from nondisabled service men in so far as their Government was 
concerned. Does that answer your question? 

Mr. Frear. Did you have a communication to that effect from the 4 000000 
soldiers in the World War? 

Mr. Steck. As far as the American Legion was concerned; we can only 
speak for our membership. 

Mr. Frear. Did your American Legion pass such a resolution in any way? 

Mr. Steck. It was discussed at our convention at Minneapolis, and I do not 
believe that there was a resolution passed on it — that was the sense of the 
convention, sir.. 

Mr. Freab. So it is simply the action of the representative body here? 

Mr. Steck. Of our national executive committee, which between conventions 
acts for the national body. 

Mr. Frear. They speak for the Legion? 

Mr. Steck._ Yes, sir. I believe Mr. Taylor has answered Mr. Garner's ques- 
tion with reference to the percentage of the men who will take the certificate 
proposition. 

Mr. Taylor also mentioned what I wanted to say, that the American Legion 
intends to, and will, as soon as this bill becomes a law, carry on an extensive 
campaign of education among all the ex-service men of the country, to teacli 
them what are the most valuable features of the bill in so far as it pertains 
to their particular section or their particular condition, whatever it may be. 

Of course, commenting on the different provisions of the bill — in framing or 
trying to suggest a bill, we realize it, as the committee does, that it is a piece 
of national legislation we are trying to put over, and in doing that there are 
some of the provisions of the bill which are naturally not favored by some 
classes, if there are such things, or by such communities or such sections of 
the country. But we tried to make the bill so broad that it would deal or 
could appeal to every section of the country or to every man who has been in 
the Army or Navy, whatever his financial or economic condition might be. 
W^e realize and we know, as you gentlemen do, that the cash feature, which is 
really the basis of computing all the other features, is the least desirable 
feature of the bill, not only financially, aiS far as the return in dolars and cents 
is concerned, but in so far as the economic advantage to the country is ci>n- 
cerned. But we realize also that there are a great number of men who were 
in the service who are not so situated so that they can take advantage of any 
other feature or option of the bill, and it was in order to take care of thes.^ 
men that the cash feature was written into the bill and very properly kept 
there when this committee reported the bill. 
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As I understand the chairman to say, the interest of this committee at this 
hearing is on the provisions of the bill which we wish to be reported. 

Mr. Garneb. I want to hear you on the provisions, Mr. Steck. But the reason 
I was somewhat doubtful about the 80 per cent, and to be candid I am yet 
somewhat doubtful about the 80 per cent, is because of the action of the various 
States in giving assistance to the soldiers, if I understand it; the paramount 
question has been the cash they are going to deliver to them. I was just won- 
dering why these States did not take under consideration the various provi- 
sions similar to this bill instead of the cash, if 80 per cent of them were either 
going to take the certificate or some other provisions in this bill. 
Mr. Steck. That is a question I can not answer. 

Mr. Garner. I know your efforts are going to be to have them take a certifi- 
cate or land settlement or otherwise. But considering the fact that in the last 
three years all of the States in their effort to help the soldiers of their State 
have undertook to give them cash, I just wondered if they were reflecting the 
sentiment of the soldiers in those various States. 

Mr. Steck. As to why the separate States took the action they did I am not 
prepared to explain, as Mr. Garner will understand. 

Mr. Houghton. Let me ask a question along that line, a little different from 
Mr. Garner: What have been the reports which have come to the American 
Legion from the States where the cash has been paid as to whether or not 
such payment has been satisfactory to the men? 
Mr. Steck. It has been; yes, sir. 

Mr. Houghton. So that the experience of the men where a cash bonus has been 
paid by the States would favor, perhaps, the acceptance of cash from the Federal 
Government. 

Mr. Steck. I do not believe that is a fair illustration because the only thing 
that was offered to the men was the cash and they were satisfied with what 
their State gave them. 

Mr. Houghton. That is true. In other words, it will be the same, would it, 
if we cut out all but the cash and paid cash — would the men still be satisfied? 
Mr. Steck. I believe the men will be very happy with whatever Congress 
or their country may see fit to give them. We believe it is the duty of the 
soldier organizations and the committees of Congress to evolve a bill which 
is constructive in so far as possible and give the men opportunities who wish 
to take advantage of other features which are more valuable than is the cash. 
Mr. Young. If I understand Mr. Taylor correctly about 20 per cent of the 
ex-service men are now out of employment. So there surely would be a larger 
number than 20 per cent who would not take the features if tJiere are 20 per 
cent out of work now. There surely is another percentage who are at work, 
but who would prefer to get the cash? 

Mr. Steck. I do not consider 80 per cent and 20 per cent as being at all 
accurate. It is more truly a guess, because we have taken no referendum 
whatever on the proposition. What one man's opinion may be in Washington, 
D. C. or in New York in his own community might be entirely different in 
another community. 

Mr. Longworth. Generally speaking, your personal opinion would be about 
what percentage? 
Mr. Steck. I believe about 50 per cent. 

Mr. Green. Do you hope by your campaign of education to change that 
somewhat, or is that about the point that you think will be reached? 

Mr. Steck. My personal opinion, sir — that is what Mr. Longworth calls for — 
is that our campaign of education, taking the country as a whole — it is purely 
my opinion and guesswork — is that about 50 per cent will take the cash and 
about 50 per cent will take advantage of the other options of the bill. 

Mr. Garner. What would you say about the suggestion of giving a greateir 
inducement to the building of homes and the settlement of lands? I assume 
you believe that is propaganda which would be beneficial to the American public 
as a whole — to have the people own homes and settle on the land. What do 
you say about giving them a larger inducement than is given in this bill? 

Mr. Steck. There is a 40 per cent inducement over and above the cash 
already, sir, and I believe that is sufficient. 

Mr. Garner. I will reverse it then. Give the cash man a less inducement to 
take cash and the other man more inducement to take the home and land 
settlement options. 

Mr. Steck. The cash in the bill as it now reads is the basis on which all the 
other options are affixed, and if we reduce the cash and still keep the same 
plan for the other options, you would also reduce the other options. 
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Mr. Garneb. I was offering you one of two plans: Either to increase the 
inducement to take the option for the occupation of land, for the building of 
homes, and you did not seem to answer that, and then I reversed it and sug- 
gested malting it less for cash. 

Mr. Steck. I believe, sir, under the present plan of the cash and the other 
features that the men who are able and are so situated that they can will 
take advantage of the more-production features of the bill. 
Mr. Houghton. And that number is about 50 per cent? 
Mr. Steck. That is my personal opinion. 

Mr. Houghton. Based on any effort made by the legion to ascertain which of 
the innumerable different options will be taken by the men? 

Mr. Steck. I believe the State of Illinois took a referendum among their 
men, and it was about 50 per cent cash and 50 per cent other features of the 
bill. 

Mr. LoNGWORTH. Does your opinion relate to all service men or all mem- 
bers of the legion ; that is, does it relate to all rtien entitled to the benefits of 
the bill ; you refer to all men who would be entitled to benefit? 
Mr. Steck. That is my personal opinion. 

Mr. Frear. There is another element entering into this, a suggestion having 
direct bearing. One of your prominent men made a suggestion at a meeting the 
other night that those who w^ere receiving say, $2,500 annual income be 
exempted from the provisions of the bill. He would be one of those excluded. 
Have you given any thought to such a proposition as that? 

Mr. Steck. The national commancler has a plan, sir, which I believe will 

meet with very favorable comment, and I would prefer to have 

Mr. Frear (interposing). It is an original proposition and has direct bearing 
upon this point. 

Mr. Young. I would like to ask whether you have any definite information 
about what was done in Illinois toward getting that referendum? 

Mr. Steck. I have the word of their department commander, sir, that the 
referendum was taken and that it was practically 50 per cent for cash and 50 
per cent for the other features of the bill. 

Mr. Young. Will you not put in with your remarks anything further along 
that line? I think it is quite important if some one State has taken a referen- 
dum, and to know just what the facts are and what position they took. 

Mr. Steck. I am not prepared to say, and I do not know what percentage of 
the ex-service men replied to the referendum. 

Mr. Houghton. Could you show the different percentages in cash? 
Mr. Steck. No, sir; I have no other knowledge except that which I have 
given. 

Mr. Houghton. The report was printed and was published in the Illinois 
legion as to this referendum? 
Mr. Steck. I do not know. 

Mr. Hadley. Do you take into consideration the suggestion that the legion 
will conduct a campaign of education seeking inducements to take other op- 
tions than cash? Do you mean to estimate that 50 per cent is after such cam- 
paign has been conducted, or do you estimate that they will take it without 
the campaign? 

Mr. Steck. Giving you my opinion — tliat is, my own i)ersonal opinion — 
the result after a campaign of the American Legion or at the time the option 
is exercised. 

Mr. Hadley. -And it is your intention as an organization to promote such a 
campaign of education? 

Mr. Steck. Yes, sir; and- it will be done as soon as the bill is enacted and 
bcicomes law. 

Mr, Hadley. Had any campaign of education been carried on in Illinois 
previous to that referendum? 

Mr. Steck. I am not prepared to say, sir. It seems to me there was another 
question one gentleman asked which I wantjed to answer. I believe you asked 
it before and have asked it again now, Mr. Frear? 
Mr. Frear. Yes. 

Mr. Steck. I will say, to begin with, that the American Legion and, I am 
sure, tl>e ex-service men of this country, are very much pleased with the pres- 
ent situation of the legislation which we have been so long in trying to have 
enacted. The ex-service men and women — there can be no question about it; 
I have heard it questioned, but there can be no question about it — the great, 
vast majority of them are not only in favor of it but they are anxiously await- 
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ing it. .As Mr. Taylor says, it will adjust the differences between the econoojle 
condition of the men who served and the economic condition of tlie men who 
iMd not serve. 

Mr. Feear. Are you prepared to assist us with suggestions as to the niithod 
of payment? 

Mr. Steck. No, sir ; we believe that is a duty and a privilege, if you please, 
of this committee. 

Mr. Gaener. Mr. Steck, you referred to a question that has :ilwaYS been in 
my mind, and I have asked it a number of times, this bill's purpose, if I under- 
stand you, is to adjust the difference in the economic conditions that exict 
between a man who stayed at home and a man who went into the Army; is 
that correct? 

Mr. Steck. Generally speaking; yes, sir. 

Mr. Garner. For illustration, here are two brothers. One remained here 
and he got $8 or $10 a day, or whatever it was, and he accumulated consider- 
able money. Another went overseas and he came back, a sound, well man, 
but he has no money. You propose to adjust the differences between his oppor- 
tunity and his brother's opportunity who stayed here, do you not? 

Mr. Steck. In a small way, gentlemen 

Mr. Copley (interposing). In an average way? 

Mr. Steck. In an average way ; that is better. 

Mr. Garner. If we passed this bill, the other ex-service men who do not be-- 
long to your Legion and whom you do not speak for — because I do not believe 
you have any more right to speak for them than I do — if they come in a year or 
two or five years from now and say, " Gentlemen, you passed this bill ; you 
admitted your indebtedness. You did not pay us all you owed us. You only 
paid us a part of it." Yon would be bound to admit that is correct, would you 
not? If you were a Member of Congress, and they came and said, "Now, you 
passed this bill and paid us a part of what you owed us, but you only paid 
20 per cent, and we can demonstrate that," and they do demonstrate it, what 
would you say as a Member of Congress at that time about paying the balance 
you owed them? 

Mr, Steck. I would say that the organizations — not only the American 
Legion — which claim to represent the ex-service men at this time, ask the 
Congress to pass this bill. I do not know any other way in which the ex-service 
men can speak except through their organizations. 

Mr. Garner. Congress has by official action recognized the fact that they owed 
them this difference that you have spoken of as between those who stayed here 
and those who went to war. They could say, " You only paid 25 per cent of 
what you owed them." It occurs that if a man came to the Government and 
said, "You paid 25 per cent of what you admitted you owed me," that he 
would be entitled to get the other 75 per cent. I was asking how yoif, as 
one Member of Congress, would decide in reference to paying the other 75 per 

cent? 

Mr. Steck. I tried to answer you ; perhaps I did not. 

Mr. Frear. May I make a suggestion there? 

Mr. Steck. Yes, sir. 

Mr. Frear. There is not a Member sitting around this committee who went 
to war. They all stayed at home, and some made money, and some others 
who stayed at home made very large amounts of money. Your boys went over 
at a dollar a day. How could anyone say, as has been suggested here, that a 
dollar a day now is an adjusted compensation? You do not propose that, do you? 
You simply say that is all that you ask as recognition? 

Mr. Steck. Yes, sir. 

Mr. Freab. It is not adjusted compensation, excepting as a term used to 
express recognition. In a word, there can be no adjustment between men who 
made millions here and the condition of those who went overseas? 

Mr. Steck. It would be impossible to figure it out in dollars and cents. 

Mr. Garner. That is my answer. At least, it is the only one I can think of. 
This legislation passed the House in 1922, and it was the best method that they 
<»ould get at to settle the differences between those who remained here and 
those who went to war. And considering the fact that those who would be 
benefited are satisfied, we feel they are estopped to ask for additional compensa- 
tion in the future. 

Mr. Copley. Of course, you realize, as we all do, the impossibility of equaliz- 
ing between the ex-service men and the opportunities which some men had and 
took advantage of and which others lost by going Into the service. As I under- 
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stand it, this bill purports to give to the service men tliat which the average 
man of his class and his age could have saved in this country had he been 
reasonably thrifty and reasonably Industrious ; in other words, it is just about 
putting him on a parity with a man who stayed at home. 

Mr. Steck. It is at least giving him a stepping stone up to that, sir. 

Mr. OoPLEY. Yes; and it has been developed — and I am frank to say I had 
something to add in the way of evidence by which I think I can show you that 
it gives a man just about the average of the savings. 

Mr. Garner. I do not think so. 

Mr. Copley. Of the savings that could have been made by a young man work- 
ing at home, had he been industrious. 

Mr. Frear. May I ask the witness a question? Would $400, which is the 
average amount, be any compensation or any evidence of the savings of the 
average man if he was at all of a saving character compared with money that 
could have been saved by the men who sent the boys over to France? 

Mr. Steck. I believe the two questions are somewhat analagous. The sta- 
tistics show, I believe, that the average savings account for the population In- 
creased in the neighborhood of $400 during the time the men were in the- 
service. 

Mr. Frear. That Is, you mean the total savings? 

Mr. Steck. Yes, sir. 

Mr. Frear. Of course, that went into the pockets of a few, very largely, whO' 
made the average. 

Mr. Copley. A great many millions. 

Mr. Steck. As I said, the men are very happy at the present time. When 
this body reported out our first bill we were satisfied with the provisions or 
the bill. We believed that the provisions of the bill gave an opportunity to 
ex-service men, as a whole, scattered over the country, to better their condi- 
tions by accepting whatever option was most favorable to them. 

I am quite certain, sir, that in so far as the provisions of the bill which 
this committee will report, if the committee reports a bill which contains in 
general five such provisions as are contained in H. R.,1, the American Legion 
and the ex-service men and ex-service women for whom we speak will be 
entirely satisfied. 

Mr. Treadway. And permanently satisfied, as I understood you to say? 

Mr. Steck. And permanently satisfied, so far as the physically fit ex-service 
men are concerned. Of course, this has no relation whatever to the disabled 

men. 

Mr. Treadway. Of course, not the slightest. We realize that. 

Mr. Steck. When Congress first passed our first bill by an overwhelming 
vote, of course, the ex-service men thought it was going right on through. 

Mr. Frear. Passed the House? 

Mr. iSteck. Yes; it was not reached by the Senate at that time. It was favor- 
ably reported by the Senate Finance Committee at the December session, and 
was not reached for a vote. It same up as an entirely new piece of legislation 
at this session of Congress. The Senate Finance Committee in a very fine re- 
port — and I believe the report will be interesting to any gentleman who is un- 
acquainted with the provisions of the bill and who has some doubt as to the 
valuable features of the bill, if they will read the report, and that it will ex- 
plain it to them satisfactorily. 

The Senate, as you gentlemen all know, was about to pass the bill. It was 
opposed by the administration, because the administration thought, or the 
Executive thought— and possibly rightly so— that the time was not ripe to pass 

the bill. 

As we understand it, the Executive believes that the time has now arrived 
when this should be written into our laws, as a piece of beneficial legislation. 

Mr. Houghton. What is the meaning of that understanding— a statement 
made by the Executive? 

Mr. Steck. Not to us; no. I say "we understand." I understand it has 
been published in the newspapers. 

Mr. Frear. That is, that the President is not averse to this legislation? 

Mr. Steck. Yes, sir; the majority of both Houses of the Congress in 
conference has approved of the legislation, and are now ready to take definite 

action on it. 

Mr. Longworth. I have not had an opportunity to examine the difference be- 
tween the so-called McCumber bill and the House Bill No. 1. What is the 
difference, will you say, in a word, about that? " 
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Mr. Steck. I can not explain it in detail. The main difference is in what 
we call the land settlement provision of the bill. 

Mr. Tbeadway. That was omitted from the Senate bill? 

Mr. Steck. That was omitted from the McCumber bill. 

Mr. LoNGWOBTH. I think that is about the only difference. 

Mr. Steck. That is the only change, so far as I am informed. 

As we originally suggested, we believe that there should be some land set- 
tlement feature in the bill. It will appeal to a certain proportion of the ex- 
service men; it will be a valuable feature to certain sections of the country. 

Mr. Hawley. Were the provisions of the land settlement, as contained in 
the bill passed by the House, satisfactory? 

Mr. Steck. They were satisfied. I am not saying that others were not 
satisfied, but it was satisfactory to us at that time. As to what plan shall 
be written into this bill we are not advocating. We would like a land-settlement 
provision in the bill which will give the ex-service men preference and the 
right to apply their adjusted service pay with whatever percentage of increase 
may be* allowed them as payment on the land. As to the machinery of the 
details of the proposition, we have no particular suggestion to offer. 

Mr. Fbeab. You are satisfied with the Senate bill, that is, with those terms? 

Mr. Green. The Senate bill, I thought, left that out. 

Mr. Steck. The Senate bill left that out. 

Mr. Fbeab. Is there any objection to the Senate bill on the part of the 
Legion? 

Mr. Steck. We would like the land settlement feature in the bill. 

Mr. Copley. You are satisfied with H. R. 1? 

Mr. Steck. We are satisfied with H. R. 1, which has been approved by our 
conventions and executive committees; yes, sir. 

Mr. Green. I take it you would want the land settlement part so framed 
that it would be broad enough to include a reasonable proportion that might 
be expected to make application, among the soldiers? 

Mr. Steck. We would want it to be a valuable option. 

Mr. Gbeen. So that it would not simply apply to a few and some others 
be cut out. 

Mr. Steck. We do not want it restricted; we want it so any man who be- 
lieves he can better his position by taking advantage of that option and other 
options has that choice. 

Mr. Green. I did not expresss myself quite clearly. You would not want it 
so that a few who applied first would get the benefit and there would not be 
enough to go around? 

Mr. Steck. Well, no, sir. We want it broad enough so it would take in all 
of the men who would be eligible under the bill. 

Mr. Copley. You want it elastic. 

Mr. Steck. Yes, sir. 

Mr. Hawley. Your opinion is that the land-settlement feature should, have 
sufficient backing materially to enable all those who desire to avail themselves 
of it to have the opportunity so to do? 

Mr. Steck. Yes, sir. 

Mr. Freab. Supposing 4,000,000 men wanted to take advantage, how could 
you make provision? 

Mr. Steck. Supposing 

Mr. Frear (interposing). If 4,000,000 men wanted to take advantage of it, 
to carry out the sequence — supposing 4,000,000 men wanted to take land set- 
tlement, how could we make provision, in view of the limited territory we 
would have? 

Mr. Steck. I do not believe you could ; also, I do not believe you would be 
confronted with that. We feel that when the bill drawn by this committee as 
suggested by our committee, under certain conditions men will be attracted 
by the different features of the bill. We want it broad enough so that it is 
attractive to such men as think they can best benefit themselves by choosing 
land-settlement option or home-aid option or whatever option it may be. 
Mr. Hawley. And to give them preference over others? 
Mr. Steck. Yes, sir. We want the land-settlement feature, with veteran's 
preference written into the bill. 

There has been one suggestion made on the framing of a bill which I be- 
lieve we can very properly suggest to the committee. As I understand the 
present bill, the dependents or the heirs of the men who were killed in action 
prior to November 11, 1918, do not receive any of its benefits. However, 
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should a man in the service have died on November 12, 1918, his dependents 
would receive the benefits. We believe that the men who were killed in action 
or who died in the service prior to November 11 should receive the same 
rights and have the same benefits under the bill as a man who may have died 
in the service or died since November 11. 

Mr. Green. That feature has not been called to the committee's attention. I 
think all the committee will agree it is an oversight and ought to be corrected. 

Mr. Steck. Yes, sir. There was a suggestion made by one of the gentlemen 
as to the -time of payment of the cash, provided that option were taken. 

Mr. Fbeab. That was brought up at the last hearings on the other bill as to 
the question of payment, whether monthly or quarterly. 

Mr. Steck. Quarterly or in what amounts. 

Mr. Fkeab. Advantages and disadvantages, of course, are apparent to most 
of us, depending upon the case. 

Mr. Steck. I believe you asked that question a few minutes ago. Of course, 
under the present conditions, with so many men out of employment, it would 
seem to imply that it would be advisable if the cash payments under the bill 
could be made at lesser periods or possibly in greater sums. That has been 
the action of Congress in the case of tax payments where they have sought to 
make monthly instead of quarterly payments because of that very reason. 

Mr. Steck. Yes, sir; and I do not believe that the cost of administration 
would be much, if any greater, because you would have to have the necessary 
machinery anyway to get.it out once every quarter, and you would have to 
hold your machinery together during that time. 

Mr. Hawlet. Take the particular item of land settlement. That is a valu- 
able feature of the bill, and if veterans are given preference in employment in 
creating these settlements it will not only benefit them in giving them a home 
but it will give immediate employment? 

Mr. Steck. Yes, sir. 

Mr. Hawley. And that probably would reduce the number who would apply 
for cash, because they would get employment. 

Mr. Steck. That was written into H. R. 1, as I remember it. 

Mr. Treadway. As I recall it, the reasons for putting the payments over the 
period of time we did in the other bill was in order that the taxes provided for 
might be gathered in, in order to have the cash to pay it with. Of course, their 
request for shortening the number of period payments would necessitate some 
other method of obtaining cash ; it would make the taxation feature harder. 

Mr. Hawley. Such as selling Treasury certificates in anticipation of revenue. 

Mr. Freab. That will depend on the date the law went into effect. 

Mr. Steck. That was not made in the nature of a request; that was stated 
by one of the gentlemen of the committee. 

Mr. Freab. At the end of the first quarter, the charge on the Treasury would 
amount to the same. The payment of the three months at one time would 
cause a spirit of liberality among many men who would receive the money; 
that is, they would not save their money. That was the suggestion made, so 
that a payment every month might be more valuable to the men themselves 
than the payment every quarter. Have you any' judgment on that, either your 
people or your organization ? Do you care to offer any opinion on that as to 
which is preferable? 

Mr. Steck. I have given it some thought since the gentleman asked the ques- 
tion awhile ago, and possibly under present conditions, with so many men out 
of work, they would take the cash and they would be benefited by having the 
shorter period and possibly a large amount of payment covering the same 
period than the provision covers now. It is $16.66§ a month if given monthly 
now. Do I make myself, clear, sir? 

Mr. Freab. Yes. . 

Mr. Green. I understand that the Legion is very desirous that the land settle- 
ment provision of the bill should be maintained in the bill? 

Mr. Steck. That a land settlement provision obtain in the bill ; yes, sir. 

Mr. Tagtje. Mr. Steck, is there any way of telling, from your investigation, 
what proportion of. the members would use the other four provisions, outside 
of the cash payment? 

Mr. Steck. No, sir. 

Mr. Tague. The educational feature, for example. Would you tell this 
committee how far the Legion have gone toward the building up of the educa- 
tional feature of this bill among the soldiers? 

Mr. Steck. What we have done? 



28 soldiers' adjusted compensation. 

Mr. Tague. Yes, sir. 

Mr. Steck. That has been done locally, not by any concerted effort on the 
part of our national organization. We intend to do that and will do it; as 
soon as the bill is passed there will be a national campaign of education waged. 

Mr. Garner. As I understand it, j^our organization would not give the Con- 
gress any benefit of your consideration of this matter and the method of getting- 
the money to pay it? 

Mr. Steck. No, sir; we would not. 

Mr. Garner. You represent a million and a quarter men. So far as I know, 
that is the largest representation any man has ever had who has spoken before 
this committee. We are only a legislative committee. We have got to get thi.s^ 
money, and it does occur to me you would be helping us out by suggesting the 
method. 

Mr. Steck. We do not feel, sir, as we have said before, that it is our preroga- 
tive, but that it is the duty of the Ways and Means Committee to devise ways 
and means for raising the funds. 

Mr. Garner. In other words, you travel the smooth road until you come to the 
ditch, and when you come to the ditch you leave that for us, who must in some 
way get the money. I was hoping that your organization, composed of a 
million and a quarter men, might be able to speak for the country as a whole as 
to the best method — the method that would create the least disturbance eco- 
nomically In the country by which we might get the funds to pay. 

Mr. Steck. "May I answer that, sir, in my own way? We represent a class of" 
men whom we believe the country is indebted to; that the country owes these 
men the amount that the bill will give thom. We do not believe it is the duty, 
sir, of the men to whom a debt is owed to provide the ways and means for pay- 
ing the debt owed to them. 

Mr. LoNGWORTH. You would be well satisfied with any means that Congress- 
saw fit to adopt? 

Mr. Steck. We are very well satisfied with any means that Congress adopt.s 
for raising the funds, but we are not prepared to suggest the means. 

Mr. Garner. You would, then, Mr. Steck, if I understand you, be perfectly 
satisfied if Congress made such an arrangement whereby you are going to pay- 
a good proportion of the debt covered by the provisions of the bill in hand? 

Mr. Steck. If Congress feels that we should pay our own debts — is that the 
question you ask? 

Mr. Garner. That is what I asked you. 

Mr. Frear. Under the consumption tax. 

Mr. Garner. Are you willing for that to be done? 

Mr. Steck. That is hardly putting it in a fair way. 

Mr. Garner. I am asking you ; I am trying to get from you some valuable 
advice. You say you come here asking the American people to pay you? 

Mr. Steck. Yes. 

Mr. Garner. There are some who ask that you will pay your own debt your-^ 
self. Is that satisfactory? Would that be the American people paying you? 

Mr. Steck. We will accept \yhatever this committee recommends or whatever 
Congress passes, whatever the provisions may be for raising the money. 

Mr. Hawley. Let me see if this is your attitude : You are advocating this bill. 
Congress levies certain taxes. If the circumstances of any man belonging to 
legion as an American citizen require him to pay certain taxes, you think he 
ought to pay them? 

Mr. Steck. Absolutely ; yes, sir. 

Mr. Frear. The bill that Mr. Fordney has offered, H. R. 1489, May 15, 1920^ 
provided what was called victory taxes and a number of means of raising the 
funds for practically the same kind of a bill. Prior to that a subcommittee of 
this committee reported what is called a consumption or sales tax ; that is. a 
tax upon the soldiers themselves, compelling them to help pay their own bonus^ 
through a tax upon what they nte, drank, and wore. A Republican conference 
struck that out, and these taxes were provided as a substitute in the Fordney 
bill. Have you read this over — tax provisions in the Fordney bill? Yoir 
have no objections to that form? 

Mr. Steck. We have no objection to anything that this committee recommends. 

Mr. Frear. And the other items that the different Secretaries of the Treasury 
have recommended as methods of taxation — reenacting, for instance, the excess- 
profits tax ; you would not have any objection to that? 

Mr. Steck. If this committee sees fit to recommend it 
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Mr. Fkeab (interposing). Or the tax on undistributed profits, or the interest 
on the foreign debt ; you would have no objections to that — that is, if we took 
the interest on the foreign debts and paid this compensation which we concede 
is owed to the soldiers? 

Mr. Steck. The American Legion, sir, as an organization will approve what- 
ever plan this committee or Congress may adopt to finance the provisions of 
this bill. We will stand by the actions of this committee. 

Mr. Hawley. You are not appearing here, as I understand, as experts in 
finance? 

Mr. Steck. Not at all. We are here pleading the cause of our organization 
;and the ex-service men as to the justness and the claim under the bill. 

Mr. Treadway. Neither advocating nor opposing any form of taxation that 
this committee sees fit to arrange? 

Mr. Steck. Tliat is correct. 

Mr. Ix)XQWoRTH. You will accept the l)euefits the bill affords under any con- 
dition and any consideration in regard to the financing thereof? 

Mr. Steck. Yes, sir. 

Mr. Houghton. But you do think that the money can be raised without mak- 
ing conditions worse rather than better in the country ; that is the assumption? 

Mr. Steck. Yes, sir. We believe that the economic advantages to the coinitry 
in the passage of this bill and distribution of the cash as you please and putting 
tlie men in homes and on farms will far outweigh any economic disadvantage 
that might be brought about by the raising of the money. 

Mr. Houghton. But you felt, in other words, that if laying the necessary 
taxes at this time would tend to increase rather than decrease unemployment — 
Avould tend to postpone the coming of better times — you would not come before 
lis at this time and ask for the passage of this bill? 

Mr. Steck. If the ex-service men believed that what they were asking would 
iini)eril the economic condition or the integrity of the country they would not 
come before Congress. I believe sir, speaking personally, that as a class these 
men have proven themselves to be patriotic citizens, and that they have a 
right to speak in the way they do. I may be wrong, but that is the way we feel 
about it. 

Mr. Green. I think we better now take a recess until 2 o'clock. 

( Thereupon at 12.05 o'clock p. m., the committee took a recess until 2 o'clock. ) 

AFTER recess. 

The hearing was resumed at 2 o'clock p. m., pursuant to the taking of recess. 

Mr. Hawley. The committee will come to order. 

Mr. Taylor, will you present your next witness? 

Mr. Taylor. Don't you want to continue with Mr. Steck, the chairman of 
the committee? 

Mr. Hawley. Yes. Will you take the stand again, please, so that if any of 
the members of the committee wish to ask you a question they may do so. 

Mr. Steck. I am here for that purpose. 

Mr. Hawley. Are there any further questions which members of the com- 
mittee desire to ask? 

Mr. Steck. I shall be very glad to answer them, if I can. That is our 
purpose in being here. 

Mr. FjBEAR. Have you given any thought to the question that was put to 
another witness this morning with regard to exemption and its effect on the 
provisions of this bill? Something was proposed by one of the service men 
the other day. A man of considerable means said in conference it would be 
acceptable, and that it might have an effect on the total amount that would 
be in the biU. 

Mr. Steck. The first that I heard of it was last night. As I said this 
morning, our national commander has a scheme which, I believe, will be an 
answer to your question. 

Mr. Frear. He is going to discuss that proposition, is he? 

Mr. Steck. Yes. If there is nothing further, I think that I have concluded. 

Mr. Hawley. We are very much obliged to you. 

Mr. Taylor. Mr. Chairman, it gives nie great pleasure to present to you 
at this time Mr. Hanford MacNider, national commander of the American 
legion. 
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STATEMENT OF MB. HANPOBD MacNIBEB, NATIONAL COMMANDEB. 

OF THE AMEBICAN LEGION. 

Mr. MacNideb. My thought in making a short statement here to-day is to 
tell you that we believe that we do represent the ex-service population of 
the United States in connection with the adjusted compensation bill. 

The American Legion in the interest of the whole ex-service population 
asks that the adjusted compensation bill be passed.* Assured of the support of 
their Representatives in Congress, and knowing that the sentiment of the 
country is strongly in favor of the measure, the ex-service men do not under- 
stand the delay in its passage. 

We feel that the country is behind us, and what opposition there is we 
can not help but believe conies from ignorance of the cause and effect of the 
measure. Former opponents have become proponents when properly informed. 
I give you as an example the directorate of the Federal Reserve Bank of 
Chicago, its members being practically unanimous in their indorsement of 
the bill as it stands. You, gentlemen, will admit that these directors know 
perhaps better than anyone else the economic and financial conditions of 
that part of the United States most affected by this period of depression. 
When we say that opposition comes mainly from ignorance, we give as an 
example the United States Chamber of Commerce, which, although we do not 
believe it reflects the sentiments of its constituents, has nevertheless organized 
an attack upon the legislation which is before this committee. 

The president of that body and his colleagues admitted to us during a con- 
ference that they did not know what the bill provided and, further, that they 
were not interested in its provisions. They have proven their lack of under- 
standing in the matter when they confuse two separate ami distinct options, 
the cash features and the paid-up insurance. They raise a cry about cash pay- 
ments to the men who served their country at less than a fair day's pay for com- 
mon labor, which has always been the standard set by this country for her fight- 
ing men. We believe ourselves that the other options of the bill are more 
advantageous to the veteran if he can afford to take advantage of them. 

The legion intends to carry on a comprehensive educational campaign to see 
that the men affected understand the effect of every option. But with hun- 
dreds of thousands of ex-service men walking the streets of our big cities look- 
ing for work, we do not feel competent nor do we believe others are competent 
to say what option the men should take. That is his prerogative and he has- 
earned the right to use it. 

Mr. Freer. Jxist a moment, please. You referred a moment ago to opposition 
on the part of the National Chamber of Commerce? 

Mr. MacNider. Yes. Mr. Steck and I went to Mr. De Fi'ies. Mr. De Fries^ 
told us that he was not interested in the provisions of this bill; that he did 
not know what they were. Nevertheless they have organized an attack upon 
this legislation and are carrying it out to the best of their ability. I do not 
believe that they represent the sentiment of their constituents. 

Mr. Frear. He represents whom? 

Mr. MacNider. He is president of the United States Chamber of Commerce. 

In addition to that, in a statement which they have made they said practi- 
cally the same thing that I have said to-day — they confused the cash feature 
■and the paid-up insurance feature. I think that proves beyond doubt that 
they have not a clear understanding of the bill. They have raised a cry 
about the cash payments. The pay of service men in the United States has- 
always been based on a fair day's wage for common labor. While these men 
were across the seas, the wages of common labor went up a great many times. 

Mr. Garner. Speaking of the American Chamber of Commerce, they have sent 
out interrogatories to the various chambers of commerce. I have kept up with 
these things more or less, and it seems to me that they undertook to influence 
the local boards. 

Mr. MacNider. They wrote on both sides of the question. 

Mr. Garner. Yes ; but they seemed to write favorably toward the side toward 
which they leaned. I think it is unfair. 

Mr. MacNider. We feel the same way about it. However, it is done among 
their own membership. 

Mr. Garner. Yes ; that is true. 

Mr. MacNider. I can give you an example in my own State where every 
chamber of commerce heard from has been unanimously in favor of the adjustecJ 
compensation bill. House bill 1. 
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With reference to this cash feature we believe that every other option in the 
bill is more advantageous to the veteran. The legion intends to carry on a 
comprehensive educational campaign to see that the men affected understand 
the advantages of every option. As I have already said, with hundreds of 
thousands of ex-service men walking the streets of our big cities looking for 
w^ork we do not feel competent nor do we believe others are competent to say 
what option those men should take. We have carried on this educational 
campaign. We have constantly told them of the features. We intend to do 
that even more from this time on. We are going to carry that on until every 
man understands this very thoroughly. 

Mr. Tbeadway. What is your idea, in the event the cash payment plan is 
selected, as to the length of time it should go over? 

Mr. MacNideb. I think it would be more helpful if the installments were 
increased. 

Mr. Treadway. The provision is for 10 quarterly payments. That would 
mean two years and a half. 

Mr. MacNideb. Yes. 

Mr. Treadway. What would be your suggestion with reference to reducing 
that number of payments, always taking into consideration, of course, the fact 
that the cash must be available? 

Mr. MacNideb. I think, if anything, it should be a larger amount. I think a 
man is more likely to save money if he gets a larger amount than if it is con- 
fined to a small amount. 

Mr. Gabneb. It would depend upon the method by which we get the money. 

Mr. Hadley. What was your suggestion with reference to the payment? 

Mr. MacNideb. I say if he gets it in small amounts he will probably spend it 
and not save it. 

Mr. Treadway. In your opinion, would the rate of payment affect the selec- 
tion of the cash payment method? 

Mr. MacNideb. I should think the way it is worked out in the bill now would 
be probably as fair as any way that can be found. 

Mr. Treadway. Do you mean the 10 quarterly payments? 

Mr. MacNider. Yes ; or in a similar way. 

Mr. Treadway. If we should adopt the present method of 10 quarterly pay- 
ments, what would be your view as to the percentage of the men who would 
select the cash payment feature? 

Mr. MacNider. I will give you my own post in Iowa, in a town which is an 
industrial center. Ninety-eight per cent of the men out of 1,100 stood up for 
paid-up insurance. In other sections of the country there are different condi- 
tions. It- is pretty difficult, of course, to get an accurate idea with respect to 
what the whole country will do, but 98 per cent out of 1,100 men stood up in my 
post for the adjusted service certificate. 

Mr. Copley. In answer to a question a moment ago you said the men would be 
likely, if they got small sums, to regard it more as spending money and that they 
would not put it in the savings bknk. Only the men, of course, who do not need 
it will put it in savings banks anyway. Those who do need it will do better 
by getting it in cash than by getting it in form to put in savings banks, so that 
it is a fair deduction, I think, to say that only those men in actual need would 
want the cash. 

Mr. MacNider. Perhaps I made a mistake when I put it in that way. I mean 
put it where he can use it. 

Mr. Copley. That man will -take a certificate rather than cash. 

Mr. MacNider. Yes ; if he is going to save it. 

Mr. Copley. That would be the best savings bank he could have. In the first 
place, he gets 4^ per cent. 

Mr. MacNider. Yes. 

Now, we say that this is not a bonus. Of course, we object to that term. It 
is the payment of a just obligation. The question is simply this: Would you 
take one of two men equally paid in your employ and send one out on a particu- 
larly dangerous mission, which he gladly undertakes out of his loyalty to you, 
risking his life, leaving h^'s family, ready to encounter or surmount any diffi- 
culties, ready to serve you, and meantime multiply many times the wages of 
the man retained at home in safety, and on the first man's return, not give him 
at least an even deal with the other? That is the question which seems to u» 
confronts us. That is what the opponents of adjusted compensation are asking 
you not to do; that is, not to give that man a square deal.. That is the way we 
cover that point and the way we feel that the people feel about it. It" is not 
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a question of sentiment, of paying for a man's service or his patriotism, because 
no man can put a price on tliat, nor can any man pay for it It is an insult to 
even suggest it. But there is no reason for penalizing the man for offering his 
life to his country in dangerous days, and there is every reason for giving him 
a square deal. 

The Secretary of the Treasury in a recent letter to your chairman has com- 
mented upon this bill. Instead of opposing this bill by pointing out the diffi- 
culties of financing it, we feel that Mr. Mellon would do better to find and sug- 
gest proper methods for raising the money. Payments of debts are always irk- 
some, but that does not relieve the obligation of the debtor, and the debtor in 
this case, the Nation that Mr. Mellon is supposed to be serving, wants this 
-debt paid. It is not so much his duty to relate the difficulties of his position as 
it is to seek means to meet them. The people want results and not objections. 
In addition to this, Mr. Mellon has taken no cognizance of the fact that tlie 
benefits of this bill will strengthen the economic condition of the country, be- 
•cause it will allow beneficiaries to build homes, buy farms and farm machinery, 
train themselves for useful vocations, and in accepting paid-up insurance, make 
them better and more contented citizens. 

Mr. Watson. They will be better citizens. 

Mr. MacNider. We think they will be. However, these other features of the 
1)111, we believe, will be just as helpful. 

Mr. Watson. The insurance would cost less. 

Mr. MacNider. No, sir. 

Mr. Watson. The payment would be distributed over a period of 20 years. 

Mr. Treadway. You mean it costs less at the present time? 

Mr. MacNider. It costs three times as much 

Mr. Watson (interposing). But then it will be distributed for 20 years. 

Mr. MacNider. We think that it is fairer that the men should have options. 
We can then see what he is able to take advantage of. 

Mr. Garner. Was any poll ever taken of the American Legion as to the cash 
feature? 

Mr. MacNider. No, sir. 

Mr. Garner. I understood that some one stated that a poll had been taken 
and that 94 per cent of the men insisted upon a cash payment. I doubted that 
statement. 

Mr. MacNider. Yes ; I do, too. 

Mr. Treadway. You feel that these options are necessary, do you? 

Mr. MacNider. Yes. 

Mr. Treadway. You think that these five options hit men in all walks of life, 
•do you? . 

Mr. MacNider. I think so ; yes, sir. 

Mr. Treadway. You would probably corroborate what the witness said this 
morning as to the finality of this, would you? 

Mr. MacNider. Yes. 

I want to assure you gentlemen that, in going around the country — and I 
have been in 40 States since the 1st of November and have talked with these 
inen everywhere — the universal opinion is that they want this bill passed. 

We hear from our critics that there are men eligible to the benefits of this 
hill who oppose it. We never meet them for some reason, and in 40 States in 
the last three months I have had a chance to hear them, if they exist: If there 
are such men who feel that they do not want or should not take these benefits 
we ask that they turn over their part to a rotating legion fund to be loaned 
without security to the disabled men and their dependents while they fight 
for their disability compensation. 

I do not want to take your time to go into the matter much further. You 
gentlemen are well informed as to the facts. We believe that the benefits to be 
derived are going to go right into the economic welfare of the country. 

Our opponents claim*that the cost of administration of this measure will be 
tremendous. To eliminate a large part of it, the legion offers to the Government 
the services of its 11,000 posts covering the entire country, to distribute, and 
return these applications. We will assume this obligation gladly, and I can 
assure Congress that we will accomplish the task effectively. We believe that 
it will save millions of dollars otherwise necessary in the administration and 
<?arrying out of the measure. 

I want to say here that some of the men have become disabled through 
service, and because they can not trace their disability to service, there is no 
real way in which you can frame legislation so that they can be helped in that 
respect. 
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Mr. Baghabach. Some of these men did not know they had aliments before 
the war and have since found out, but they found out too late to prove their 
claims. 

Mr. MacNideb. Yes. There are men who are unable to go to hospitals be- 
cause they do not dare to leave their families and their employment. Those 
who are able to go fear that they will not be able to trace disability to service, 
and they are breaking down more and more all the time, so that the chance to 
recover health is becoming more and more remote. There are many meritorious 
cases. 

Mr. Tbeadway. What do you do with these cases? 

Mr. MacNideb. We take care of these cases to the best of our ability. 

Mr. Tbeadway. Is it your suggestion that the veterans who do not wish to 
take the benefit of these options for themselves should turn their credit into 
a fund in the hands of the legion? 

Mr. MacNideb. Yes; we intend to form a national body. In Colorado only 
2 per cent of the men who come in for help and treatment really belong to 
the State of Colorado. They come from all over the United States. It takes 
a long time for them to get their claims through. 

Mr. Tbeadway. Would you prefer, if such a plan were established, that it 
should be voluntary? 

Mr. MacNideb. Absolutely, sir. 

Mr. Tbeadway. Therefore it could not be handled by a Government agency; 
It would have to be handled through the legion. 

Mr. MacNideb. We feel that we are able to take care of the situation with 
our existing organization, if we get the funds. It has already been started. 

Mr. Tbeadway. It could not be a Government agency. 

Mr. MacNideb. It is necessary to have immediate relief. That is the sense 
of the thing. It is to be a rotating fund. 

Mr. Fbeab. How large a fund do you think there will be? 

Mr. MacNideb. I think it will amount to several million dollars. 

Mr. Fbeab. Do you think that members would turn money into the fund to 
that extent? 

Mr. MacNideb. I do, sir. 

Mr. Fbeab. What class of men do you think would turn it in to the fund? 

Mr. MacNideb. That is rather hard to say. 

Mr. Fbeab. That brings up the question that has already been asked of these 
men. 

Mr. MacNideb. I think it would come from both the enlisted men and the 
officers who could afford to do this and who wish to see this question taken care 
of in a quick way. 

Mr. Gabneb. You leave that to the administration to take care of the law? 

Mr. MacNideb. Yes. 

Mr. Gabneb. You would not put it in the bill? 

Mr. MacNideb. No, sir. 

Mr. Hawley. The G. A. R. and individual veterans of the Civil War, as well 
as soldiers of other wars, assist soldiers and their widows in assembling the 
necessary proof and send it to the Commissioner of Pensions. 

Mr. MacNideb. Yes. We have an immense organization. We have 11,000 
posts, covering every corner of the country and including over a million and a 
quarter men. 

It is an interesting fact, and one that I think you will be glad to hear, that 
10 years after the Civil War the Grand Army of the Republic had only 20,000 
members. Three years after the war we have over 1,000,000. 

You know how the Grand Army of the Republic dominated this country for 
half a century. They went Into politics. You know the power they exercised. 
We have not done anything like that, and we do not intend to. But you can 
readily realize what a tremendous power for good the Legion is and can be 
made to be if its services are made available to the Government. 

We believe that this legislation is indorsed in principle by not only the 
administration but by the American i)eople, whose homes, lives, institutions, 
and properties these service men defended at the risk of their own lives and 
at the sacrifice of their material prosperity. And now we ask that this legisla- 
tion be passed without further delay. 

Mr. Gabneb. You are not willing to make any suggestions as to the question 
of meeting these obligations? 

89314—22 3 
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Mr. MagNideb. We feel that this committee is competeot. AVe know nothing 
of the revenue question. 

Mr. Gabneb. I think Mr. Steck did not measure his words, or did not realize 
the full effect of them, when he said that this organization would back up any 
method that the Congress adopted. I just wondered if he was able to say that 
you were authorized by your organization to say that it would back up any 
method that Congress might adopt. 

Mr. MacNideb. I think there will be no interference. 

Mr. Gabneb. You are not prepared to say, are you, that your organization 
would indorse the method as being the best one, whatever it might be? 

Mr. MacNideb. No, sir. We do not understand, sir, exactly why the revenue- 
raising clause is to be attached to this bill. Is that the usual custom? 

Mr. Gabneb. Why shouldn't the same process of paying our debts, the debts 
of the Government, apply to this as applies to the ordinary expenses of the 
Government? 

Mr. MacNideb. That is my view. 

Mr. Hawley. May I make a remark in reference to what lias just been said? 
The country has been confronted with the necessity of reorganizing our finances. 
The war is over as far as operations are concerned, but the effects of it are 
still pending. We have found it necessary to determine exactly where our 
Treasury stands and to put our financial house in order. . 

For that reason three great measures have been adopted, or, rather, four 
great measures have been adopted: The tariff bill and the revenue bill, for 
the purpose of replenishing the Treasury ; Budget legislation, for the purpose 
of balancing expenditures and revenues ; and then the refunding bill, to adjust 
our financial situation with the rest of the world, which is largely our debtor. 
It has been necessary to put our financial house in order so that the people 
may know and Congress may know exactly what the situation is. Now, we 
have balanced our budget with revenues derive<l from the tariff and internal 
revenues, through the revenue and tariff legislation. Expenditures balance 
receipts. In order to pay whatever we may need to pay in the discharge of 
the obligations incurred by the enactment of this legislation which is proposetl 
w^e need more revenue, and it has been thought advisable, so far as any discus- 
sion has proceeded, to attach to this bill the means of paying it, otherwise 
there may be no means by which payment may be made. 

Mr. MacNideb. What I meant was to have it a part of the bill. 

Mr. Hawley. Why not? 

Mr. MacNideb. I say there is no reason. 

Mr. Hawley. It is necessary. 

Mr. Gabneb. We did pass the Budget system with a view to balancing our 
accounts, and revenue legislation was based upon estimates of the necessities 
of the Government. The Chief of the Bureau of the Budget sent to Congress 
estimates for the fiscal year 1023. The chairman of the Appropriations Com- 
mittee estimates that he will reduce that budget by $300,000,000. If we could 
take the $300,000,000 that Congress will reduce that Budget and apply It to 
the payment of the obligation Incurred by this bill, do you think that would 
be well 

Mr. MacNideb. I am not informed on revenue and financial subjects. 

Mr. Fbeab. I suggest that this is a matter for the Secretary of the Treasury 
and not for the witness. 

Mr. MacNideb. I thank you very much, and I want to say that we appreciate 
what this committee has done with H. R. No. 1. 

Mr. Fbeab. Have you any further suggestions to offer? 

Mr. MacNideb. None, except tliat I want to indorse what Mr. Steck has said, 
to the effect that the next of kin should be given the benefit. 

Mr. Gabneb. Let me see if I understand that. You would give, for instance, 
the widow of a deceased soldier who is now drawing, $7.50, as I under- 
stand it 

Mr. MacNideb. Twenty-five dollars. 

Mr. Gabneb. No; $7.50. 

Mr MacNideb. Oh, you mean the insurance? 

Mr. Gabneb. Yes. You would give her the benefit of this legislation? 

Mr. MacNideb. The deceased ex-service men paid for the insurance. 

Mr. Gabneb. You would give the wife, who is now drawing $7.50, the benefit 
of this legislation? 

Mr. MacNideb. Yes; because that insurance is something that was paid for 
just as would be done in civilian life. 
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Mr. Taylor. Those are all the witnesses we have, Mr. Chairman. I under- 
stand the Veterans of Foreign Wars are here. 
We thanlc you very much. 

STATEMENT OF COL. BOBEBT O. WOODSIDE, COMHANDEB IN CHIEF 
VETEBANS OF FOBEION WABS OF THE UNITED STATES. 

Mr. WooDSiDE. I am commander in cliief of the Veterans of Foreign Wars 
of the United States. 

Our organization was incorporated in October, 1899, in Columbus, Ohio, 
under the name American Veterans of Foreign Service. It was later rein- 
corporated in the District of Columbia, 

We take into the membership of our organization any man who has served 
on foreign soil or in hostile waters during any war or expedition in which 
this country has taken part. 

We have among our members some of the men who served in the war of 
1846. We have as honorary men of the organization men who fought under 
the Stars and Stripes in the Civil War and their brothers who fought under 
the Stars and Bars on the Confederate side. We have men who fought in 
Cuba, Porto Rico, and China during tlie Spanish-American War, as well as 
men who rendered service overseas or in hostile waters during the World 
War. Men must have been on foreign soil or in foreign waters to be eligible 
to our organization. 

At the present time our membership numbers 125,000. We have about 1,000 
posts, extending over every State in this Union, and we have also a few in our 
island possessions, Panama, and some in Europe. 

As I take it, you are trying to get the consensus of opinion of the various 
veteran bodies as to the form which the adjusted compensation bill should take. 

Our organization stands with the American Legion for the bill as it is now 
before the House; in other words, H. R. No. 1. We believe that all of the 
options that are mentioned in this bill are necessary. We have gone a step 
further. 

During my experience in the Army I found that you had to let a man 
know a good thing, even when it was a good thing. You had to explain the 
advantages to him before he could see them. 

For instance, the war-risk insurance proposition is one of the best things 
the United States has ever done for the Army. 

I am very happy to say that I have served my country in two wars — the 
Spanish- American War, and the World War. In the Spanish-American War 
I was a buck private and served in a Pennsylvania regiment in the Philippine 
Islands. During the World War I happened to get the rank of captain and 
I served in the Third Infantry, Third Division of Regulars. 

As I said, the war risk insurance plan Is one of the best things that the Gov- 
ernment has ever done for ex-servfce men, but we had to simply force many 
of the men in the service to sign applications for Insurance. , 

Our organization about the first of the year started a campaign of instruc- 
tion. We feel that although all the provisions, as set forth in the bill, should 
be kept in it, the best features of the bill is the insurance feature, without 
any doubt. 

We have instituted a campaign. We are not waiting for the passage of the 
bill. We assume that Congress, with Its Ideals of fairness and justice with 
reference to these men, is going to pass this measure for us. We have antici- 
pated a little by issuing a call for 10,000 volunteers who will not only pledge 
themselves to take the provisions of this bill, other than the cash feature, but 
also pledge themselves to educate their buddies as to the value of the other 
features of the bill. 

We have a monthly public publication — Foreign Service. We are not as 
w^ealthy as our brothers of the Legion, so that Instead of having a weekly paper 
we have a monthly one. 

Our plan Is to get at the members of the organization around the middle of 
the month. Mr. Bettelheim, the chairman of our legislative committee, who 
will follow me, will go into the matter more thoroughly, but he tells me that 
they have already tabulated over 5,000 names and addresses, and that they 
are being tabulated by States as they come in. He tells me also that there are 
waiting In the office for tabulation some 2,500 more, so that we feel we are 
going to get over 10,000; In fact, that we will come pretty close to the 50,000 
mark. 



36 SOLDIEBS' ADJUSTED COMPENSATION. 

Last year I made a tour of the United States in the interest of my organiza- 
tion. I found the sentiment, not only of the service men but of the people 
in general, very much in favor of the passage of the adjusted compensation 
bill. I believe that they are looking to Congress for immediate action. That 
is what we are looking for. 

I may say to this committee that the Veterans of Foreign Wars have not 
been mixed up in politics, and we do not intend to mix in politics. I am happy 
to state that we are not even suspected of being in politics. I am too much of 
an American citizen to believe that any class of citizens should organize into 
a political party. I think that you will find that the American Legion and our 
organization will go along hand in hand to prevent anything of that kind from 
happening. 

I do not want to go into the merits of this bill. I take it for granted from 
the way questions have been asked by gentlemen of the committee that that 
is not necessary. I am simply here to let you know that the organization of 
which I have the honor to be an executive head is in favor of the passage of 
this adjusted compensation bill and that we urge upon Congress that imme- 
diate attention be given to it. 

Mr. Geeen. When we had this bill before the House previously there was ob- 
jection to that feature of the bill which provided for the retaining of homes 
and to the Government giving land for the benefit of the soldiers. The repre- 
sentatives of the Legion state here that, as I understand it, they are in favor 
of the land remaining available. 

Mr. WooDSiDB. My organization stands with the Legion in that respect. 

Mr. Tread WAY. Have you any suggestions to offer? 

Mr. WooDSiDE. No, sir. When we were over in France we looked to the gen- 
tlemen whom the Government pays to make laws for us, and to-day we are 
looking to you again. I am not a financial expert; I am a poor citizen, and 
I never expect to have very much money. I know that any advice that I might 
give you would be of no value whatever. 

Mr. Fbeab. Just one question, if you please. What proportion of your mem- 
bership do you think would favor a cash payment? 

Mr. Woods IDE. I have appeared before a great many of our posts since tb^ 
first of the year and at other times, and I think that the figures given by the 
gentleman representing the Legion are approximately correct. In order to be 
conservative I would say that 50 per cent would be a fair figure. I believe that 
that proportion that will take the features of the bill that will be most bene- 
ficial to them — that is, other than the cash-payment feature — ^will be greatly 
increased If we get the men to understand the provisions of the bill. I have found 
out that a great number do not know anything about it; they do not seem tp 
understand. If they. once understand it, I think the result will be that the 
only men who will insist upon cash are the fellows who are up against it and 

need It. 

Mr. Freak. Your publication Is carrying on that educational work, is it? 

Mr. Woodside. Yes; that is the reason we are calling for 10,000 volunteers. 
I think we will have closer to 50,000. We will look to those men as missionaries 
to carry the gospel Into all parts of the United States^ 

Mr. Green. Is there anything further? 

Mr. Woodside. No, sir. I thank you. 

Mr. Green. We are obliged to you. 

STATEMENT OF CAFT. EDWIN S. BETTELHEIK, JR., CHAIBMAIT 
NATIONAL LEGISLATIVE COMMITTEE, VETEBu^LNS OF FOBEIGN 
WABS OF THE UNITED STATES. 

Mr. Bettelheia£. Mr. Chairman, I am chairman of the national legislative 
committee of the Veterans of Foreign Wars of the United States. 

As I take it, and as has been confirmed here to-day, the thing that Congress 
wants to find out at this time may be divided Into two parts : One is,. What are 
the desires of the ex-service men themselves ; and, secondly, What are the desires 
and expressions of the people of the community generally? 

Taking up the second part of the question first. Everyone knows, as has 
been brought out here this morning, as well as this afternoon, that a propa- 
ganda Is being spread throughout the country by the Chamber of Commerce 
of the United States. They have maintained, and it was only the other day 
that they endeavored to prove, that the people of the country are not in favor 
of this legislation ; that Is, that the business people are not In favor of It, and 
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that their own organizations are not in favor of it. In answer to that I have 
prepared within the short time that t have had to go over my records a sum- 
mary of the expressions of local communities throughout the country, through 
their local chambers of commerce, and through their local boards of trade. I 
have listed them and will giVe them to the reporter in order that they may be 
incorporated into the record. 

The Cleveland (Ohio) Chamber of Commerce, in July, 1921, passed a reso- 
lution In favor of the adjusted compensation bill. 

The Fitchburg (Mass.) Chamber of Commerce, through the efforts of the 
Lawrence S. Ayer Post, Veterans of Foreign Wars, and local American Legion, 
on December 1, 1921, passed a resolution favoring this bill. . 

The Board of Commerce of Butler, Pa., on November 25, 1921, notified Mr. 
Fred Stover, past commander in chief and a member of the national council 
of administration of Veterans of Foreign Wars, that they had passed a favor- 
able resolution. 

The Buffalo (N. Y.) Chamber of Commerce, on November 23, 1921, notified 
the U. S. S. Maine Post, No. 73, of the Veterans of Foreign Wars, that they 
repudiated the Chamber of Commerce of the United States' statement that the 
action at their Atlantic City convention was unanimous. 

The Holyoke (Mass.) Chamber of Commerce, on August 9, 1921, notified 
Holyoke Post 101, Veterans of Foreign Wars, that their chamber went on 
record as indorsing the legislative program of the American Legion. Veterans 
of Foreign Wars, and others In behalf of adjusted compensation, and had noti- 
fied their representatives in Congress to that effect. 

The Charlotte (N. C.) Chamber of Commerce most outspokenly indorsed the 
veterans* adjusted compensation bill. 

The Rotary Club of Butler, Pa., in October, 1921, also gave its indorsement of 
the measure. 

The McKeesport (Pa.) Chamber of Commerce announced its stand in favor 
of the soldier bonus bill. 

The Des Moines (Iowa) Chamber of Commerce just recently passed a reso- 
lution favoring it. 

I large body of business men from Sheldon, Iowa, through the chairman of 
their committee, W. H. Hudson, manager of the Sheldon Gas Co., have de- 
nounced the chamber of commerce's stand against the adjusted compensation 
bill and has canceled their subscription to the Nation's Business, published by 
the National Chamber of Commerce, because of the latter's " scant considera- 
tion of the men who protected the country's welfare." 

The Alexandria (Va.) Chamber of Commerce passed a resolution in behalf 
of the bill under date of July 12, 1921. 

The Grant County (N. Mex.) Chamber of Commerce, on August 25, 1921, 
passed resolutions disclaiming any propaganda against the bill, and notified 
the national body to this effect. 

The Hamilton County (Ohio) Chamber of Commerce, in the latter part of 
November, 1921, passed resolutions indorsing the veteraan's adjusted compen- 
sation bill and notified the members of the Ohio delegation in Congress to that 
effect. 

Prominent citizens, including public ofiicials, presidents of the Quigley drug 
stores, Ajnerican Trust & Savings Bank, large department stores, and news- 
j^pers of Richmond, Ind., have signed petitions addressed to the Congress 
urging the passage of the bill. 

The Turtle Creek Board of Trade, on January 17, 1922, passed resolutions 
indorsing the bill. 

About January 12, 1922, tiie Altoona Board of Trade took similar favorable 
action. 

On January 16 or 17, 1922, the Chamber of Commerce of South Bend, Ind., 
followed suit. 

The Modesto (Calif.) Chamber of Commerce, on January 17. 1922, notified 
the department commander of the Veterans of Foreign Wars that " the chamber 
of commerce of that city in a special session on Tuesday evening, January 16, 
1922, went on record as in favor of the passage of the fourfold adjustjed com- 
pensation bill to be presented before Congress in the near future, and author- 
ized the secretary to cast a favorable referendum vote with the Chamber of 
Commerce of the Unitjed States, of which that organization is a member in 
good standing." . 

Mr. Treadway. These are very representative. Would it not be well for the 
g^tleman to state the number of these and not take the time to give all the 
names? 
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Mr. Bettelhkim, I can jrive a list to the rei)orter, so that they may be put 
ill the record. 

Mr. Tkeadway. I thinlc tl)at would be well. I think the whole thing might 
be put in the record. 

(The resolutions referred to are printed herewitli, as follows:) 

LOCAL CHAMBERS OF COMMERCE. ETC., WHO HAVE TAKEN ACTION FAVORABLE TO THE 
veterans' AD.IUSTEU COMPENSATION BILL AND IN BEPUDIATION OF THE NATION AT 
CHAMBER OF COMMERCE OF THE IGNITED STATES STAND. 

The Cleveland (f>hio) Chanil)er of Connnerce in July, 1921, passed the follow- 
ing resolution in favor of the adjusted compensation bill : 

*' Revived, That the Cleveland Chamber of Commerce, acting through its 
board of directors, earnestly indorses and urges the passage of the legislation 
drafted by the American Lejrion providing for adjusted compensation in various 
elective forms for the service men of the World War. 

" Resolred, That copies of this resolution be sent to the President of the 
Ignited States, to the proper committees <jf the United States Senate and the 
House of Representatives, and to Members of Congress from Ohio. 

" Resolved, That a copy be sent also to the Chamber of Commerce of the 
United States, which has taken the opposite action, in order that the national 
chjimber may be advised of the action of one of its constituent members." 

The Fitchbur;; (Mass.) Chamber of Commerce, through the efforts of the 
Lawrence S. Ayer Post, Veterans of Foreign Wars, and the local American 
Legion, on December 1, 1921, passed the following resolution: 

" Whereas the said bill is designed to equalize the financial losses of those who 
served in the World War by giving them the choice of one of the following 
plans of compensation : ( 1 ) Adjusted-service pay, being the payment of $1 
for each day for home service and $1.25 a day for overseas service; maxi- 
mum for home service, "$500, and overseas service, $625, payable in 10 
quarterly installments; (2) adjusted service certificate (insurance); (3) 
vocational aid; (4) farm or home aid; and (5) land settlements; 

" lie it renolvcd. That this chamber, in regular meeting assembled, does hereby 
indorse the pun>«>*t» and provision of said bill and recommend its early adop- 
tion ; be it further 

•* Refiolved, That a copy hereof be sent to the Representative of this district 
nnd the Senators from this Commn wealth in Congress." 

The Board of Commerce of Butler, Pa., on November 25, notified Mr. Fred 
Stover, past commander in chief and a member of the national council of admin- 
istration of A'eterans of Foreign Wars, that they had passed the following reso- 
lution : 

"fee it i^soU'cd, That the Board of Commerce of Butler, Pa., go on record 
as favoring an adjusted compen.^ation bill for all men who served in the W^orld 
War soon as Congress can provi<le funds for same without jeopardizing the 
business interests of the Nation." 

The Buffalo ( N. Y. ) Chamber of Commerce, on November 23, notified the 
U. S. S. Maine Post, N. 73, of the Veterans of Foreign Wars, that they repudi- 
ated the Chamber of Commerce of the United States, indorsement that the ac- 
tion at their Atlantic City convention was unanimous. 

" This chamber has taken no action against the soldier bonus " and the fol- 
lowing expression, " I have to inform you that our delegates were not instructed 
to vote against the soldiers' bonus at the Atlantic City convention." 

The Holyoke (Mass.) Chamber of Commerce, on August 9, 1921, notified the 
commander of Holyoke Post, No. 101, Veterans of Foreign Wars, that their 
chamber went on record as indorsing the legislative program of the American 
Legion, Veterans of Foreign Wars, in behalf of the adjusted compensation bill 
and had notified their Representatives to that effect. 

The (^harlotte (N. C.) Chamber of Commerce most outspokenly indorsed the 
veterans' adjusted compensation bill. 

The Rotary Club of Butler, Pa., in October, 1921, also gave its indorsement 
to the measure. 

The McKeesport (Pa.) Chamber of Commerce have announced Its stand in 
favor of the soldier bonus bill. 

The Des Moines (Iowa) Chamber of Commerce just recently has passed the 
following resolution: 

*' Whereas the question of adjusted compensation for ex-service men and women 
is now pending in Congress ; and 
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'* Whereas it is our flrm conviction that the Government should recognize its 
obligation to adjust the compensation of those who unhesitatingly, through 
their service, suffered many financial disadvantages ; and 
'* Whereas we believe such adjusted compensation is one means of accomplish- 
ing a further equitable distribution of the financial losses of the war among 
all the peoples of the Nation ; therefore be it 
" Resolved, That the board of directors of the Chamber of Commerce of Des 
Moines, Iowa, indorse the adjusted compensation bill now before Congress, and 
that it immediately bring to the attention of our Representatives in Congress, 
through a comiimnication from our president, our confident expectation of 
their whole-hearted support of the measure." 

A large body of business men from Sheldon, Iowa, through the chairman of 
their conmaittee, W. H. Hudson, of the Sheldon Gas Co., have denounced the 
chamber of oommerce*s stand ajjainst the adjusted compensation bill and have 
canceled their subscription to the Nation's Business, published by the national 
chamber because of the latter*s " scant consideration of the men who protected 
the country's welfare." 

The Alexandria ( Va.) Chamber of Commerce passed the following resolutions 
in behalf of the bill under date of July 12, 1921 : 

Whereas the Alexandria Chamber of Commerce hold in the highest respect 
and admiration the men of the Nation who took part in the World War, 
and especially those of Virginia, who upheld in the struggle the best tra- 
ditions of the State; and 
AVhereas it deplores the conditions surrounding the hospitalization, compen- 
sation, and rehabilitation of the disabled veterans of the World War 
which have not been adequately met, the source of difficulty being the 
lack of governmental consolidation and centralized authority: Therefore 
be it 
** Resolved, That the chamber of commerce deplores any tardiness in gen- 
erous treatment, for all who served in the armed forces, and who became dis- 
abled or sick in consequence of their service, and for the widows and orphans 
of those who lost their lives while serving in the armed forces. The cham- 
ber approves such constructive measures as may be directly calculated to 
enable the ex-ser\ice men to cultivate the soil, build homes, or obtain voca- 
tional training, and calling attention to the fact that it does not favor a gen- 
eral cash bonus, or its equivalent in certificates, which would only tend to 
pauperize the ex-service men and mean a heavy burden on the entire com- 
munity. For this reason this chamber favors proper hospitalization, voca- 
tional training aid, farm or home aid as the best solution." 

The Grant County (N. Mex.) Chamber of Commerce, on August 25, 1921, 
passed resolutions disclaiming any propaganda against the bill and notified 
the national body to this effect. 

The Hamilton County (Ohio) Chamber of Commerce, in the latter part 
of November, 1921, passed resolutions indorsing the veterans' adjusted com- 
pensation bill and notified the members of the Ohio delegation to that effect. 

The prominent citizens, including the public officials, presidents of the 
Quigley drug stores, American Trust and Savings Bank, the large department 
stores, and newspapers of Richmond, Ind., have signed petitions addressed to 
the Congress urging the passage of the bill. 

The Turtle Creek Board of Trade, on January 17, 1922, passed resolutions 
indorsing the bill. 

Somewhere about January 12 the Altoona Board of Trade took similar favor- 
able action. 

On January 16 or 17 the Chamber of Commerce of South Bend, Ind., followed 

suit. 

The Modesto (Calif.) Chamber of Commerce, on January 17, notified the 
department commander of the Veterans of Foreign Wars as follows : 

" This is to inform you that the chamber of commerce in a special session on 
Tuesday evening, January 16, 1922, went on record as in favor of the passage 
of the fourfold adjusted compensation bill to be presented before Congress 
in the near future, and authorized the secretary to cast a favorable referendum 
vote with the Chamber of Commerce of the United States, of which this or- 
ganization is a member In good standing. 

" The vote on the above motion was unanimous, every one of the 12 directors 
present at the meeting voting In favor of it." 

The board of directors of the Civic Commerce Association of Superior, Wis., 
notified Robert B. Crick, commander of the local Veterans of Foreign Wars 
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post, that they were recommending to their body an early indorsement of the 
bill. 

The Board of Trade of "East Aurora, N. Y., just recently took similar action. 

Somerset, Pa., voted in favor and so notified their Representative in Congress. 

The Chamber of Commerce of Stevens Point, Wis., in January, 1922, notified 
the local Veterans of Foreign Wars post that they were unanimously in favor 
of the veterans' adjusted compensation bill. 

The Portland (Oreg.) Chamber of Commerce had advised the Veterans of 
Foreign Wars' department commander on December 13, 1921, that "they had 
introduced a resolution recommending to tlie Chamber of Commerce of the 
United States the adoption of a national campaign in favor of tlie adjusted com- 
pensation bill." 

Seattle (Wash.) Chamber of Commerce passed resolution favorable to the 
blU. 

Mr, Bbttelheim. Similar actions, I believe, were also taken by chambers of 
commerce of Los Angeles and New Orleans, but I have not the definite record 
at this time. 

These, gentlemen, I think, express tlie sentiment through different sections 
of the country. There are a great many more that have passed resolutions. 
I believe New Orleans and Los Angeles have, but I haven't definite informa- 
tion. What I have said in the cases I have enumerated gives an idea of the 
sentiment of different communities in favor of the passage of this bill. 

In addition to that, we have on record in our oflice folders — and I have one 
here — of citizens who have signed thousands Upon thousands of petitions indors- 
ing the adjusted compensation bill as contained in Senate bill 506 and H. R. 1. 

I might repeat what our commander in chief has said, that we believe that 
the five provisions as contained in H. R. 1 should be included hi the Senatje 
bill when it is passed or when both bills are passed. 

Now, as to the desires of the ex-service men, our commander in chief lias 
told you of the expression of our members. It was first brought out in an 
informal way in 1919 at our national encampment in Connecticut. At that 
time the resolution said that we believed that more adequate compensation 
should be made for the ex-service men than that of the $i80 bonus that was 
paid to them upon discharge. 

In September, 1920, when we held our national encampment in this city, 
Washington, we indorsed unanimously the then fourfold adjusted compensa- 
tion bill. 

In Detroit last September we Indorsed what we call the Fordney-McC?umber 
bill, which is just what you gentlemen have before you. 

I have here listed 5,476 ex-service men who, in response to a memorandum 
sent out during the first part of Januaiy to our members and to ex-service men 
at large, joined what is known as the Veterans of Foreign Wars committee of 
ten thousand, who are pledging themselves to accept the insurance features, 
the home aid, and land-settlement plans in preference to the cash-payment plan. 

Mr. Fbeab. How many were written to, of whom 5,000 responded? 

Mr. Bettelheim. The way in which this was done was this: We sent out a 
memorandum to each local post, and then each local post got its publicity 
through the local papers. The Stars and Stripes, for instance, ran a coupon 
on wh'ch the men could signify their intention of joining this committee. The 
memorandum was sent out to the local posts during the first week or so in 
January. Of course, like all veteran posts, they meet twice a month, and there- 
fore the big return of these forms is now just beginning to come in. I took 
a rough count of the untabulated ones. They will bring the number up to 
7,500 so far. We are trying to tabulate them -by States and districts, so that 
they will be ready for the convenience of any Member of Congress who may 
desire to see or use them. 

Mr. Hadlet. These posts are well distributed throughout the country, are 
they? 

Mr. Bettelheim. Returns have come back from every State in the Union. 
We have listed the previous totals, thus bringing them up to date. The total 
listed so far is 5,476, and I had in my office, before opening this morning's mail, 
enough to make 7,500, 1 think. During the lunch hour I telephoned to the office, 
and they said there were 60 or 70 letters, and generally some of these letters 
contain 100 names. 

Mr. Hadley. Can you estimate the ultimate number? 
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Mr. Bettelhbim. Approximately 50,000. That Is a committee formed to 
assist the Groyemment in putting this thing over in a way that the men can 
understand it. They themselves will go out and help to educate other men as 
to the insurance plan. We endeavor to explain in our publication the provi- 
sions of the bill and the advantages of taking the insurance plan. That was 
the beginning of our campaign of education. The campaign of education has 
been going on through a large number of the veterans* organizations. 

The American Legion has told you what they are doing through the Ameri- 
can Legion weekly. Our commander in chief has told you what we are doing 
through our monthly publication, Foreign Service. The various soldier publi- 
cations are doing likewise. In addition to that I receive daily between 100 and 
150 requests for more information and explanations of the bill. Men want to 
take the other features. They get interested when it is brought to their atten- 
tion that the insurance plan will be 3.38 times the ordinary cash-plan payment 
They have their eyes on the future now. They have gotten over their younger 
days. The war has passed. They have been out in the world and have found 
out how to think for themselves and plan for the future. The:^ had to do a 
lot of thinking for themselves when they were ** in action." They are being 
married daily. They are beginning to plan for themselves now. 

I am going to recite a few replies from some of the men. Here is one from 
a boy whose name is Joseph Crosby, who comes from Trenton, N. J. He says 
that he could use the cash, but that he is in favor of the home-farm aid. He 
says, " If they get the cash, they will spend it, and that once it is spent they 
will be as bad off as if they never had it." He says that he needs the money 
very much, because he is out of work the biggest part of the time. He also 
says that he is in favor of the farm-aid provision, because it will give an op- 
I)ortunity which he did not have before. That is one of the replies that we 
have received. 

Mr. Whalen, of Sioux City, Iowa, writes to the effect that " they have a 
real live post there, and that you can depend on at least 95 per cent of the 
post members taking some other form of compensation besides cash, if this 
bill is enacted." 

Frank L. Heapy, of Langdon, N. Dak., says : " In this vicinity the senti- 
ment is almost unanimously for service certificates among the veterans." 

We get these replies in response to a memorandum which we have sent out, 
and which reads in part as follows: 

"Xhe undersigned ex-service person, who would be entitled to the benefits 
of the veterans' adjusted compensation bill if enacted, understands the provi- 
sions of the proposed law, and declares that if it is enacted into law at the 
present session of Congress and made effective July 1, 1922, he or she intends 
to choose for his or her adjusted compensation either the home-aid or land 
settlement or the adjusted service certificates." 

Here are 00 boys from the Parker Hill Hospital in Massachusetts — men in 
the hospital, men who are not earning money. They have signified their inten^ 
tion not to take " cash." 

We have replies from men in vocational training. 

Here is a man up in the school at Yonkers, N. Y. He says, " I wish to let 
you know that I exi)ect to get the signatures of everybody attending this school 
with me. They are disabled, but they know the advantages of a home and 
want to join your committee." 

I received 53 names on a form from that man the other day. 

The question was asked some of the witnesses whether the organized vet- 
erans* organizations really represent the ex-service men. This memorandum 
was sent out to the people at large through publications— newspapers. The 
Stars and Stripes was a big medium used for the purpose of getting to the 
men in the different communities. At least 50 per cent of the replies that came 
in came in on this form. Among other things that we have asked is whether 
or not the men belong to the organization, and we find that 50 per cent are 

not members of the organization. ^/, . ^ t.t i. 

I have here a letter from a man named Bckley, who lives in Neligh, Nebr,, 

and who writes as follows : ^ ^ 

" I am not of a V. F. W., but will do all I can to advise buddies about your 
committee, and will try to get signers. We are strong out here for the home 

and land aid." . . ^, ^ ^4. 4.i,«„^ 

You can see that the organized veterans* organizations do represent these 

ex-service men, as a group. 
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I have here an expression from one boy, who said that lie would like to join 
this association and to assist, but that he has not the money to pay his dues. 
He adds that he can join the committee. That boy sent in his name. 

These are representative of the expressions that are constantly coming in. 
The ex-service men are beginning to be educated through these means. 

Mr. Fkeab. Do they understand the difference in percentage that it will give 
them? 

Mr. Bettelheim. They do understand it ; yes, sir. Here is a man up in 
Montana, up there where they have a great many Indians. This man says 
that he is an ex-service man and a member in good standing of Rhineland — 
over in Coblenz — Post No. 700, V. F. W. He states also that he is in need and 
that the bonus would enable him to get a start in life; that he is a married 
man with a wife to support ; that, he has no children, but at that he thinks he 
is a great deal better off than many ex-soldiers; that he is at present out of 
work and needs money very much ; that he is not in debt, and that he means 
to stay out, if i>ossible, but that it is going to be hard for him to get through 
the rest of the winter if he does not get work. 

We receive similar word from our local posts. Here is a letter from Long 
Island, N. Y., in which it is said that the members of the Rear Admiral Aaron 
AVard Post, of Farmingdale, Long Island, N. Y., which is composed entirely of 
disabled men — all crippled buddies — have all signifletl their intention to take 
the home and land plan. 

Here is a man who is out in Iowa. He says that he is bedridden and that if 
he had more petitions the boys who come in to see him every day say they would 
be sure to have them filled in. He also says that his comrades filled up two sets 
of petition blanks in a few hours. 

Mr. Hawley. Those represent petitions pertaining to provisions of the bill 
other than cash payment? 

Mr. Bettelheim. Yes; these are some of the letters in response to the 
memoi*andum sent out. They sent in the little forms, but a great many men 
also write to say something besides. They write letters. It takes a long time 
to go through them, but it gives one an idea of where they stand and it affords 
an opportunity to feel the pulse, so to speak, of the men, and to see what they 
really want. 

Mr. Hadley. I suppose these are typical. 

Mr. Bettelheim. They are typical; yes, sir. 

Mr. Frear. Are these all requests for the home option or for insurance? 

Mr. Bettelheim. Each man has his own ideas. 

Mr. Frear. I mean as they came in. I am trying to get at the percentage. 

Mr. Bettelheim. The biggest percentage of those replies seems to be in 
favor of the certificate plan. I should say the certificate plan runs about 65 
per cent. Then the home and farm aid plan runs about 25 per cent, and the 
rest are made up of the land-settlement plan. Many of the boys from the West 
are, of course, very much in favor of the land-settlement aid; that is, provi- 
sion No. 5 of H. R. 1. 

Here is a letter from Texas, from J. S. Anderson, in which he says that he 
is not a member of V. F. W., but is vitally interested in the bill, especially the 
land-settlement feature. He says that he is a poor working man, with a wife 
and two children, and he wants a home and that he hopes the bill will soon 
pass. 

That is the sentiment generally. I have volumes of them here. They are 
at the disposal of any Member of Congress. We are making a tabulation of 
them. We are compiling them by States so that they will be at the disposal of 
any Member of Congress who sees fit to use them in any way he wishes. I 
think that they give you an intimate idea of how the ex-service men in the 
different communities feel. We have their names and their addresses. A lot 
of them are not members of our organization, as I have already said. That is 
about the substance of our campaign. 

This is the last batch. This [indicating] is how they come in, and we are 
endeavoring to tabulate them by States. This is a batch from the State of 
Wyoming. They send in this form which is clipped out of the various papers 
and gives the information. 

Here is a man who is from Wyoming. He is not a member of the V. F. W. 
One man does not say ; another says distinctly that he is not a member. This 
[indicating] is last week's batch from Wyoming. You can see from these that 
even the unorganized men are in favor of having the bill pass as it is. 

In our travels through the community we have yet to find any man who is 
opposed to the adjusted compensation bill, that is, any ex-service man. There 
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:are one or two men whom I have met recently who are radically on the other 
side for private reasons of their own. 

Mr. Hadley. Do you find any difference in the city and in the country as 
to the choice they would make? 

Mr. Bettexheim. No, sir; I have read to you some replies from New York 
and I have read memoranda from Texas and Montana, as well as Illinois, Ohio, 
and California. It seems to be general throughout the country. The men in 
the far West prefer the land plan. That is natural, because it is nearer to 
4;heir hearts. Are there any other questions I might endeavor to answer? 

Mr. Green. Is that all? 

Mr. Bettelheim. That is all I have to offer. I thank you. 

The Chaibman. We will hear the next witness. 

STATEMENT OF MB. BICHABD SEELYE JONES, JUNIOB VICE COM- 
MANDEB IN CHIEF VETEBANS OF FOBEIGN WABS. 

Mr. Jones. Mr. Chairman and gentlemen of the comniittee, I do not feel 
inclined to take up your time or to repeat what has already been said, except 
that I wish to state that the adjusted compensation bill which our organization 
and our friends strongly favor has unfortunately, and we think through no 
fault of our own, but rather through the fault of the opponents of the measure, 
been considered in public prints in some sense as a gratuity or a " hand-out " 
of money, as if veterans' organizations were trying to extract money from the 
Public Treasury by threatening the use of votes. No one resents that more 
than we do. That, unfortunately, is the light in which the adjustment of service 
men*s compensation has at times been considered. 

The other aspects or viewpoints of the bill are, first, that of adjusted com- 
pensation ; that is, of a debt, pure and simple, an obligation, a part of the war 
•cost, which the country is now called upon to meet; and that we regard as a 
fair viewpoint. It is a question of economic adjustment. 

Another viewpoint which, unfortunately, is not generally considered is that 
this adjustment of compensation in some of its aspects is properly a step in the 
direction of reconstruction, now somewhat delayed, but nevertheless under- 
taken as a step toward reconstruction after the war. 

If you will recall the history of this legislation, you will remember that 
tliere were so-called bonus bills introduced fairly early in the year 1919, in 
Congress, long before any organization adopted any attitude on the subject 
whatever. There was introduced at that time the Lane plan, which was a 
strictly reconstruction measure as opposed to a bonus. That, unfortunately, 
did not pass, but certain of its elements are in the present bill. 

We would be very happy, as I think our organization has demonstrated 
through the work of the " Committee of Ten Thousand," as it is called, if this 
-could be considered as an effort by the Congress of the United States, speaking 
for the people of the United States, to fulfill a public obligation of a definite 
tind constructive charactfft*. 

If our attitude toward Congress and the attitude of Congress toward the 
service men could be one of cooperation with a view to performing a definite 
if unction in after- war construction, the result would be beneficial and would to 
■some extent at least be an answer to the question, " How are you going to keep 
tiim on the farm after he leaves gay Paree," which situation contained some 
humor. 

The present economic condition of the country is, to some extent at least, the 
result of war conditions, and has resulted In upsetting industry and labor re- 
adjustment : and this bill, as a readjustment or an adjustment, was made neces- 
sary because the war took men from their employment and from their natural 
^vaiks of life and put them into the Army and then after the war was over the 
Government discharged them just as fast as it could, with their consent. They 
wanted to be discharged and the Government wanted to get them off the pay 
roll, and the demobilization took place without any definite and comprehensive 
Government plan for reconstruction. I do not say this In criticism. The Con- 
gress did the best it could ; the people did the best they could. The intent of the 
American people has been 100 per cent toward the service men. It has been 
expressed in these cash bonuses In 16 States. We believe that the intent of 
Congress is the same. 

All that I can say to you for the Veterans of Foreign Wars — and I believe 
the other organizations will agree — is that we desire to see this considered 
us a constructive and helpful move for the whole American people and to 
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remove from it the Idea of grabbing something from the Treasury. We hope 
that you will regard it as beneficial legislation ; that you will realize how men 
were taken out of the natural walks of life; how the lives of approximately 
4,000,000 men were completely upset ; and that you will consider this as a con- 
structive help that the Government can give in order to put these men back 
in the most productive channels — those channels that will be best for tlie 
men and best for the country as a whole. 

I think that is all I want to say to you gentlemen. 

Mr. Gbeen. The committee will adjourn until 10.30 o'clock to-morrow 
morning. 

(Thereupon, at 3.30 o'clock p. m., the committee adjourned until to-morrow. 
Wednesday, February 1, 1922, at 10.30 a. m.) 



Committee on AVays and Means, 

House of Representatives, 
Wedn€9da/y, February 1, 1922. 

The committee this day met, Hon. Willis C. Hawley presiding. 

Mr. Hawley. The committee will come to order. So far as we know, there are 
only three witnesses to appear — Representatives Hill and Brennan and Mr. 
Sykes, who is chairman of the national legislative committee of the Veterans of 
Foreign Wars. He was to be heard yesterday, but did not arrive. He will be 
heard this morning. 

Mr. Gabneb. Mr. Chairman, as I understand, the procedure to-<iay is likely to 
take the line of a discussion as to the method of raising the revenue to pay the 
obligations imposed by this bill. Is that correct? 

Mr. Hawley. Well, we will hear Mr. Hill, who has a proposal on legislation 
which he desires to submit to the committee. I do not know what Mr. Brennan 
will submit. 

Mr. Garner. Well, if that is the case, I want to ask permission to place in the 
record at this point a letter which I have received from Mr. Gompers touching 
on the nature of raising the revenue. 

Mr. Hawley. If there is no objection, the letter can be placed in the record. 

(The letter referred to is printed in the record in full, as follows:) 

American Federation of Labor, 
Washington, D, C, January SO, 1922, 
Hon. John N. Gabneb, 

Member Committee on Ways and Means, 

Washington, D, C, 

Sir: According to statements made on the floor of the House of Representa- 
tives, I understand it is the intention of the Committee on Ways and Means to 
report a bill providing for a bonus for ex-service men, the funds for the purpose 
to be raised by a sales tax. 

The American Federation of Labor is strongly in favor of a bonus for ex- 
service men. It has unanimously adopted resolutions in conventions indorsing 
such legislation. But the sales tax is inimical to the best interests of all the 
people. Therefore, in the name of the American Federation of Labor and in the 
interest of the great mass of our people, I wish to enter a vigorous protest 
against raising the funds necessary for such a bonus through an overturn sales 
tax or any other sales tax. 

Those who advocate the sales tax say they do so because it is painless ; that 
the consumers will not know they are paying a tax and therefore will not object. 
While it has been termed a sales tax, a better name for it would be a buyers' 
tax, as it is the buyer who pays the sales tax. 

Permit me also to call your attention to the fact that there are many other 
ways in which money for the purpose of paying the bonus to ex-service men 
can be raised. And we shall be very glad to support the measure to raise that 
fund other than by the sales tax. 
Yours, very respectfully, 

Sam Gompebs, 

Mr. Hawley. Mr. Hill, we will be glad to hear whatever you have to submit 
to the committee. 
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STATEMENT OF HON. JOHN PHILIP HILL, A &EPBESENTATIVE IN 
CONGBESS FBOM THE STATE OP MABTLANB. 

Mr. Hill. Mr. Chainnan and gentlement of the committee ; in view of the 
statements yesterday by the representatives of the American Legion and 
Veterans of Foreign Wars, I need not discus's at length the* form of adjusted 
compensation for World War veterans. 

I saw men of the One Hundred and Fifteenth Infantry — the Maryland 
National Guard — doing carpenter work at soldier pay on one side of the road 
at Camp McOlelJan, Ala., while civilian carpenters got from $8 to $12 a day 
for the same kind of work on the other side of the road. 

In France I saw men who had been drafted into the Army, breaking stone 
and mending the devastated roads of France at soldier pay, and at the same 
time those men were sleeping in stables or barns, which were the best ac- 
commodations that could possibly then be given them. 

I am for the soldiers' bonus. My district is for the soldiers* bonus. I 
represent a district in the heart of Baltimore city. My district has spoken on 
the question of its attitude toward the soldier bonus. I took the seat in the 
House of Representatives of a former Member who voted against the soldier 
bonus, and the bonus was made an issue between us in the campaign. 

So, I am unqualifiedly for the bonus and I represent an electorate which had 
expressed itself in very definite terms on the proposals contained in the bill 
which is now before you for consideration. 

I have asked permission to appear before this committee especially to advo- 
cate a method of raising the huge sums which will be required to pay adjusted 
compensation. 

In December I introduced a bill, H. R. 9691, to provide money to pay ad- 
justed compensation to veterans of the World War by imposing a tax on light 
wines and beer in those Federal local option districts which should vote for 
either or both. 

That bill provides that the United States shall be divided up into iP'ederal 
local option district coterminus with the congressional districts. It applies 
the old theory of local option to the present national prohibition situation. 

Mr. Gabneb. Yes; but you have got the eighteenth amendment in that. 

Mr. Hill. Well, sir; I think that is entirely in accordance with the eight- 
eenth amendment. 

Mr. Garneb. I do not recall the exact language, but I would be very glad if 
you would put in your remarks the text of the eighteenth amendment. My 
recollection is that it prohibits the sale, manufacture, or sale of any liquors; 
that light wines and beer are included. If that is correct, what authority 
would Congre-^s ahve to authorize the sale of light wines and beer? 

Mr. Hill. The gentleman has raised the question which I have come here to 
present chiefly to the committee. 

Mr. Hawley. I suggest that you read the amendment so that we may have 
it in mind. 

Mr. Hill. Well, I will do so and I will also ask that my bill be incorporated 
in the record. 

(The bill referred to, H. R. 9691, is printed in the record in full, as follows:) 

[H. R. 9691, Sixty-seventh Congress, second session.] 

A BILL To create Federal local option districts, to provide money to pay adjusted com- 
pensation to veterans of the World War, to amend the revenue act of 1921, and for 
other purposes. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Conffress assembled^ That the revenue act of 1921, Title 
VI, " Tax on beverages and constituent parts thereof,'* Is hereby amended by 
the addition of the following section : 

" Sec. 604. (a) That from and after the passage of this act each of the con- 
gressional districts from which a Member of the House of Representatives is 
chosen shall constitute a Federal local option district. 

"(b) That in the election to be held for choosing such Members of the 
House of Representatives in November, 1922, the electors of each of such Fed- 
eral local option districts shall decide by vote whether there shall be manu- 
factured, sold, or transported In such district beer or wine, or both, as herein- 
after defined. 

"(c) That the word *wlne* means any alcoholic beverage obtained by the 
fermentation of the natural sugar content of fruits (grapes, apples, and so 
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forth) or other agricultural products containing sugar (honey, niillc, and so 
forth ) containing not more than 12 per centum of alcohol by volume. The word 
' beer ' means any beverage obtained by the alcoholic fermentation of an in- 
fusion or decoction of barley malt and hops in drinkable water containing^ 
not more than 4 i>er centum of alcohol by volume. 

"(d) That if in any such Federal local option district the majority of the 
said electors shall vote ' for beer,' or * for wine,' or for both, thereafter in 
such Federal local option district such beer or wine is hereby defined not to be 
an intoxicating liquor, the manufacture, sale, or transportation of which in 
said district is prohibited by the eighteenth amendment of the Constitution oT 
the United States, but that thereafer said beer or wine, or both, may be manu- 
factured, sold, or transimrted for sale in original packages for consumption in 
homes and places other than the place of sale. 

"(e) That there shall be levied, assessed, and collected on all beer so manu- 
factured a tax of 20 cents per gallon, and on all wine so manufactured a tax 
of 40 cents per gallon, all moneys so collected to be used solely for the payment 
of adjusted compensation for veterans of the World War. 

"(f) That all legislation inconsistent herewith is hereby repealed." 

Mr. Hill. I will read from the opinion of Mr. Justice Van Devanter, rendered' 
June 7, 1920, in the consolidated cases in which the constitutionality of the- 
Volstead Act and the eighteenth amendment was decided. 

Mr. Oldfield. If you will just put in the amendment, then you can follow up. 
with Justice Van Devanter's decision. I think that would be better. 

Mr. Hill. Mr. Justice Van Devanter stated: 

" The text of the eighteenth amendment, proposed by Congress in 1917 and' 
proclaimed as ratified in 1919 (40 Stat., 1050, 1941), is as follows: 

" ^Section 1. After one year from the ratification of this article the manu- 
facture, sale, or transportation of intoxicating liquors within, the importation 
thereof into, or the exi)ortation thereof from the United States and all terri- 
tory subject to the jurisdiction thereof for beverage purposes is hereby pro- 
hibited. 

" 'Sec. 2. The Congress and the several States shall have concurrent power to 
enforce this article by appropriate legislation.* " 

Mr. Hawley. As I understand you, Mr. Hill, your bill is based upon the con- 
tention as to what constitutes an intoxicating liquor within the intent of that 
amendment? 

Mr. Hill. Yes, sir; entirely, and I have prepared a brief argument. I ain\ 
not going to go into it to any great extent, because I do not want to take up too- 
much time of the committee. 

My argument is chiefly suggestive to the committee along that line. My 
bill suggests 12 per cent wine and 4 per cent beer, but a tax of 20 cents a gallon 
on 2.75 beer will pay the soldiers' bonus. If the committee will permit, I wiir. 
proceed to give the committee my views and then I shall be glad to answer any 
questions of the committee. I believe that we can save time that way. 

Mr. Hawley. Proceed in your own way. 

Mr. Hill. To go back to this H. R. 9691. The bill which I have asked to be- 
incorporated in the record, and which you have before you, is based on the- 
theory that the United States has taken exclusive jurisdiction over prohibition ; . 
that it must be operated by the Federal Government. 

Mr, Houghton. Exclusive jurisdiction? 

Mr. Hill. Exclusive jurisdiction ; yes ! I shall argue to you that under the - 
decisions of the Supreme Court, section 2, giving the several States concurrent 
power to enforce prohibition means nothing, absolutely nothing. All legisla- 
tion which has been passed and tested by the courts has proceeded on the theory 
that the United States has taken over national prohibition just as much as it has. 
taken over interstate commerce. 

Mr. Gabner. Mr. Hill, let me ask you a question with reference to the Supreme 
Court. As I recall, according to the press, they have set down for an advanced 
hearing a case in which they will undertake to decide that particular question. . 

Mr. Hill. Well, sir, I am only giving my opinion of the decisions handed 
down by the Supreme Court up to the present time. 

Mr. Gabneb. The reason that I call your attention to it is that the press- 
reports a case from Pennsylvania showing that particular question, and that: 
the court had advanced it and it is to be argued. They probably thought that: 
it was a question that ought to be decided at an early date. 
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Mr. Hill. There has been a great deal said, and a great many people have 
thought that section 2 gave concurrent power to the States. 

I have read the debates in Congress when the amendment was up, and there 
were a great many Members of Congress who thought that concurrent power 
meant something definite for the States, but so far in the decisions I have 
seen, they are all to the effect tliat the Federal Government has taken over 
all enforcement of prohibition, as it has in interstate commerce, and, therefore, 
it is problem of the National Government, and so it seems that we should 
apply the old local option principle to Federal prohibition. 

I only speak of that for the reason that the basis of this bill is the local 
option principle. 

I propose that in any local option district, which would be coterminous with a 
congressional district, the voters should have the right to say whether light 
wines or beer should be sold. The bill provides for local option districts which 
are coterminous with congressional districts, and the vote could be taken at 
the time of the congressional election of this year. If they should want wine 
or beer, they would have to pay a tax of 20 cents a gallon on beer and ^ 
cents a gallon on wines. I understand that this committee has received several 
thousand communications from various parts of the country favoring such a 
suggestion as contained in H. R. 9691. 

A barrel of 31 gallons of beer was taxed $6 under the act of February 24, 
1919, and I therefore put 20 cents a gallon as the tax, basing it on that old 
tax. 

It seemed to me only fair that as to wine — ^if wine can be permitted consti- 
tutionally — that it should pay a higher tax, and I have placed the tax sug- 
gestion at 40 cents a gallon, making it double the beer tax provided under the 
act of February 24, 1919. 

In 1914, which was a normal prewar year, there was produced in the United 
States 66,189,473 barrels of beer. At 20 cents a gallon this beer would alone 
produce a yearly revenue of $408374,782.60. It is reasonable to suppose that 
the large amounts of distilled spirits which were legally consumed in 1914, now 
being eliminated under the eighteenth amendment — no one conten<fs that under 
the eighteenth amendment distilled spirits could be sold as a beverage in this 
country — the consumption of beer would be greatly increased. 

Now, if the increase of beer should be, say, only 50 per cent, the total of 
your revenue from beer alone would exceed $600,000,000 per annum. 

Add to that the amount derived from 40 cents a gallon on light wines, it is 
safe to estimate that the annual income produced under the provisions pro- 
]>osed by H. R. 9691 would be from one-half to one billion dollars a year. 

Now, then, if there were 4,000,000 ex-service men who drew the maximum 
cash bonus of $625, the total bonus of two and one-half billion dollars could be 
paid in a maximum of five years from the above taxes. 

Nobody knows what adjusted compensation is going to cost, exactly, but if 
it can be paid from any one special tax in five years, that is a thing to be given 
very serious consideration. It is the belief of a good many people who have 
studied the matter that the revenue from a tax on beer alone would produce 
nearly a billion dollars a year. 

Mr. Gabneb. Mr. Hill, admitting your premise that a large amount of money 
could be raised from this, and knowing the sentiment of the House and the 
Senate on the question of prohibition, is it your belief that this method would 
be adopted by Congress? 

Mr. Hill. On that question, sir, I would like to say to the committee that a 
number of Members who have been very strongly in favor of prohibition have 
said to me that they feel now, under existing circumstances, that the use of 
light wine and beer would do much to kill the bootlegging of distilled spirits, 
the home brewing of highly intoxicating beverages, and such things ; and they 
feel that if they had a chance to vote on the subject they would vote favorably 
on a proposition such as this as a proposed enforcement measure under the 
eighteenth amendment 

That has been said to me by a number of Members. 

Mr. Gabneb. You would not care to put in the record, of course, any state- 
ment of the individual Members? 

Mr. Hill. I would not like to quote individual Members on that, because they 
were opinions expressed to me in the House informally, but I know that I can 
j?et direct communication from a number of Members. I have canvassed a num- 
ber of Members on this, taking it on myself to do office-boy work in this matter, 
and they have said that they would speak and vote and work for such a measure. 
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Of course, one thing that has been in the minds of a great many Members 
has been the const'tutionality of sudi a provision as this, whether it would be 
possible under the eighteenth amendment, and that is what I wish especially 
to take up with the committee in a moment. I have attempted to show to the 
committee that under this estimated tax adjusted compensation could be paid 
in five years. Where else can we get the money to pay it? We are agreed that 
adjusted compensation is just and should be paid. I heard the questions asked 
yesterday of the representatives of the veterans' associations, and there seems 
to be in the minds of the committee and apparently in the minds of the Congress 
the intention to pass this measure. The great question is where the money is 
to come from. 

Mr. Gasneb. I take from that statement, Mr. Hill, you would not favor the 
suggestion made from some quarters that a sales tax or a consumption tax 
should be adopted? 

Mr. Hill. Well, sir; being very anxious to present this particular form of 
payment to the committee, I am hopeful that the committee will adopt my 
recommendation. 

Mr. Fbeab. This would be in lieu of the sales tax? 

Mr. Hill. This would be in the form of a special sales tax, but it is optional 
with the community as to whether they will pay it. It is a local-option sales tax. 

Mr. Fbeab. But it is not a sales tax on the necessities of life? 

Mr. Hill. It w^ould be a sales tax on the luxuries of life, and I hope that the 
committee 

Mr. Gabner (interposing). Mr. Hill, are you sure that you are measuring 
your words when yau say that this Is a sale on the luxuries of life? I think that 
there might be some districts that would not agree with you. 

Mr. Hill. I think In my district It would be considered a necessity of life. 

Mr. Gabner. I did not want you to put yourself in the record on that matter 
that way. 

Mr. Hill. But It Is a necessity which has become so scarce that I think they 
would be willing to consider it a luxury, and I think the people In my district 
would be glad to have an opportunity to pay 20 cents tax per gallon on beer. I 
might say to the committee that I was the United States attorney for Maryland for 
five years, and during that time we raided, only 19 illicit stills. I tasted some of 
the products, and I could readily understand why there were no more In ex- 
istence. It was the most vile brandy made of all sorts of apple peelings and 
things of that sort, and nobody would drink It when they could get decent beer 
or light wines. To-day such stuff is made in large quantities. There Is much 
more demand for beer than there Is for wines. I think that If all of the Illicit 
stills In the Federal district of Maryland to-day were raided that there would 
be more than 19. 

The objection will be raised to the proposal contained in H. R. 9691 that no 
wine or beer can constitutionally contain more than one-half of 1 per cent. The 
eighteenth amendment does not say this. It leaves to Congress the definition of 
Intoxicating liquors. 

Mr. Chief Justice White said that it *' guaranteed the power and imposed the 
duty upon Congress to legislate to the end that by definition and sanction the 
amendment would become operative." 

Mr. Hawley. Well, Mr. Hill, do you think that the statement is quite accurate 
the way you left It? As I understand your statement. It would carry the In- 
ference that whatever percentage of alcoholic content Congress fixed the court 
would declare that the liquor containing it was not intoxicating. Would not 
the court take into consideration the question of fact as to whether or not the 
liquor was actually intoxicating, and not what Congress has said what the per- 
centage should be? 

Mr. Hill. I should think so, sir. But Mr. Justice White said further on in his 
opinion : ** I am sure that the Intention of the amendment is to confer larger 
powers upon Congress in the administration of this act." 

He referred to the act as a very great reform and stated that Congress had 
a very serious duty to perform in carrying out this reform. 

The decision of the Supreme Court was brief and bears precisely on what the 
chairman has said. Mr. Justice Van Devanter said: "While recognizing that 
there are limits beyond which Congress can not go In treating beverages as 
within Its power of enforcement, we think those limits are not transcended by 
the provision of the Volstead Act (Title II, sec. 1), wherein liquors containing 
as much as one-half of 1 per cent of alcohol by volume and fit for use for 
beverage purposes are treated as within that power." 
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In other words, the Supreme Court of the United States applied to the 
action of Congress the old theory that has always been applied to rate making. 
There was a time when the Interstate Commerce Commission did not make 
rates. The railroads made rates and the Interstate Commerce Commission 
merely said whether they were proper rates or not. They have gone beyond 
that now and the Interstate Commerce Commission actually makes rates, but 
the old theory should apply and the Supreme Court would be very slow in 
saying that anything Congress enacted under the constitutional amendment 
was not constitutional. Of course. What is an intoxicating liquor? is, a ques- 
tion of fact, and I propose to show the comnrfttee unquestioned authority 
that 2.75 per cent beer is permissible under the eighteenth amendment, even 
if higher percentages are doubtful. 

Even the Volstead Act permits wine of " considerably more " than one-half 
of 1 per cent of alcohol. We liave the authority of Mr. Volstead himself for 
this. Before the Committee on Rules of the House on Friday, June 10, 1921, 
he said : 

" Personally, it is my impression that whenever that comes before a court 
the court will hold, as we intended they should hold, I take it, that cider or 
fruit juices, not intoxicating in fact, might be made in the home." 

Mr. Volstead said as to the beer test of one-half of 1 per cent, " I do not 
think that is the test as to fruit juices or cider. The test there is whether 
it is nonintoxicating in fact." 

He then addetl as to home-made wine. " My contention is this, that it 
might contain 1 or 2 or possibly 3 per cent without being intoxicating." On 
revision of Mr. Volstead*s remarks, he changed the words " 1 or 2 or possibly 
3 per cent " to " considerably more," and so we have his authority for at least 
3 per cent wine. 

He made this statement before the Rules Committee In open hearing, but 
those proceedings of the Rules Committee, I think, have not been published. 
I was fortunate enough, however, to have made a photostat copy of Mr. Vol- 
stead's remarks, and I have the whole thing here if the committee would like 
to see it. 

I thought that such an Important utterance from so eminent an authority 
should be embalmed In' a way where it could be made available. 

Mr. Watson. Is 3 per cent alcohol In wine sufficient to keep the liquid? 

Mr. Hill. I do not think so. You know the bill calls 

Mr. Watson (interposing). Is there any such a thing as 3 per cent wine? 

Mr. Hill. I do not know. I would like to present just one more thing for 
consideration in this connection, and then I will be glad to answer any ques- 
tions that the committee may desire to ask me. 

We have Mr. Volstead's authority for at least 3 per cent wine, and then 
upon his more mature judgment on that subject he states " considerably more 
than one-half of 1 per cent." 

Now, If 3 per cent wine Is permissible for the farmers In Minnesota under 
the eighteenth amendment In Mr. Volstead's opinion, why not 2.75 per cent or 
3 per cent or even 4 per cent beer for city people of Baltimore, New York, 
Chicago, Philadelphia, or Boston. Why not put this constitutional question 
up to the Supreme Court as the House recently did with the antilynching bill? 

If, under the Volstead Act, it is constitutional to have 3 per cent alcohol In 
wine, in home-made wine, you can constitutionally have 3 per cent alcohol 
in beer. 

I provide In this H. R. 9691 for 4 per cent alcohol In beer ; that is, 4 per cent 
by volume. The brewers tell me that 4 per cent by volume is a very little more 
than 2.75 by weight ; 2.75 by weight is the amount that was allowed as war beer 
and is equal to 3.50 per cent to 4 per cent by volume, so that is practically the 
same thing. 

My argument now to the committee is that since we have the opinion of so 
eminent an authority as Mr. Volstead that 3 per cent homemade wine Is possible 
and entirely constitutional under the eighteenth amendment, certainly 2.75 beer 
would be similarly constitutional. 

Mr. Hawley. Mr. Hill, that does not conclude the question. It seems to me 
that it would be necessary for the court to determine whethe»r or not in fact 
the amount of alcohol, regardless of what Mr. Volstead or anybody else should 
say, was actually intoxicating. 

Mr. Hill. Yes, sir ; entirely so, Mr. Chairman. 

80814—22 4 ) 
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Mr. Hadley. Then, if that is true, it certainly must be true, Mr. Hill, assum- 
ing your premise and that there is no other complication whatever except a con- 
stitutional question, would we not be in the position that if we should report a 
bill and Congress enacted it into law and the Supreme Court held that Congress 
had transcended its constitutional power. Congress would have made no pro- 
vision whatever for raising money to pay the soldiers' bonuses? 

Mr. Hill. I think, sir, that if the Congress should pass a bill providing this 
method of payment of the soldiers' bonus, since we are going to be here for six 
months more of this session of Congress, if the Supreme Court should decide 
that the law was unconstitutional Congress could very easily pass another meas- 
ure quite quickly. If Congress should enact any method of raising funds to pay 
the soldiers' bonuses and they were either not capable of producing funds or 
declared unconstitutional, some other legislation at once would be necessary, 
but on so important a matter as this I feel that the Supreme Court would with- 
out delay hand down a decision on any matter of this sort. 

Mr. Watson. Would many ex-service men, in your opinion, be willing to accept 
a 20-year endowment life insurance policy? 

Mr. Hill. I think so ; yes, sir. 

Mr. Watson. You think a large percentage? 

Mr. Hill. Yes, sir. 

Mr. Watson. We would not need an excessive yearly revenue. I have talked 
with a number of ex-service men and Members of the House. Many want this 
plan. 

Mr. Hill. I think, sir, there would be a great many that would be glad to take 
advantage of that; but in the city districts, especially with the present labor 
conditions, I am inclined to think that a great number of veterans would prefer 
the cash bonus. 

Mr. Watson. Of course, they might all prefer it, yet they would be satisfied 
with an insurance policy. 

Mr. Hill. Well, I think that there would be a desire on the part of many 
to avail themselves of the privilege, but I think that necessity would require 
them to take the cash bonus in that way. 

Now, as to the constitutionality of this, to sum up, the committee is con- 
fronted, just as the whole Congress is confronted, with an extraordinarily 
serious proportion. The Supreme Court has decided that within reasonable 
limits Congress may decide what is to be the alcoholic content of beverages. 
Now, why can not Congress put this constitutional question up to the Supreme 
Court, as the House recently did wH.h the antilynching bill? I heard opinions 
on the floor of the House — a great many of them — as to the unconstitutionality 
of that bill. There is no more reason why the House of Representatives should 
present to the Supreme Court the question of constitutionality on that bill than 
there is that they should present the constitutionality of 2.75 beer or beer or 
wine of a greater alcoholic content. 

In this bill there are two special suggestions. The tax on beer is one which 
would pay the soldier bonus in five years. There is suggested also a tax on 
light wines. 

Now, there is no question 

Mr. Houghton (Interposing). Did you estimate in your figures that all of 
the congressional districts would be for 4 per cent beer? 

Mr. Hill. No, sir ; I do not think that they would. 

Mr. Houghton. What percentage do you think would? 

Mr. Hill. I took the year 1914 as one of normal consumption of beer, for the 
reason that in 1914 the question of national prohibition was locally very defi- 
nitely settled. Those communities in 1914 which were for prohibition, and 
which were not then consuming beer, would very likely vote at the present time 
against beer, because those communities and localities are very largely rural 
communities which are satisfying their desires for beverages from home-brew 
products — from cider and from home-brew wines. 

The demand for beer is not a rural demand. The farmer and the agricul- 
turist make their own beverages, but it is the city man that drinks beer and 
wine ; the men in the big cities are demanding especially their beer. 

For example, Baltimore City contains more than half of the people of Mary- 
land. It is our largest city and one of the biggest cities in the country. The 
Baltimore City Council has unanimously passed a resolution indorsing the 
principles of H. R. 9691 in a recent joint resolution. There are no politics in 
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the ordinary sense in this action. If I remember correctly, the first branch of 
the Baltimore City Council has a majority of one party while the second 
branch has a majority of the other party ; so there is no ordinary politics at 
all in this matter ; but since I introduced H. R. 9691 the Baltimore City Council, 
through both branches, have unanimously passed the following resolution, which 
I shall ask to be inserted in the record. 

(The resolution referred to is printed in the record in full, as follows:) 

" Whereas the enactment and passage of the Federal prohibition act has 
failed to meet with the approval of the general public throughout the coun- 
try; and 

*' Whereas, while most comprehensive, drastic, and summary in its char- 
acter and scope, efforts to enforce same at vast public expense have 
utterly failed to obtain and secure for it due and proper respect and obedi- 
ence on the part of the people ; and 

"Whereas abundant statistics of unimpeachable nature fullx and conclusively 
demonstrate the fact that the general public is opposed to existing pro- 
hibition laws which deprive people in the natural and customary use and 
consumption of stimulating beverages ; and 

" Whereas a general survey of conditions throughout the country suggests 
a reasonable and liberal modification of prohibition laws which will 
permit the manufacture, sale, and distribution of wholesome beers and 
light wines: Therefore, be it 

" Resolved by both branches of the City Council of Baltimore, That the Con- 
gress of the United States of America be, and it is hereby, respectfully re- 
quested to amend and modify the existing prohibition law, known as the 
Volstead Act, in order to permit the manufacture, sale, and distribution of 
wholesome beers and light wines, and that all governmental revenue derived 
from such permission be set aside and used as a separate fund for the payment 
of bonuses to ex-service men ; and be it 

" Resolved further. That the General Assembly of Maryland be, and it is 
hereby, requested to petition the Congress of the United States to amend and 
modify the Volstead Act as above set forth ; and be it 

" Resolved further, That the chief clerk of the first branch city council be, 
and he is hereby, directed to send a copy of this resolution to the President 
of the United States Senate, the Speaker of the House of Representatives of 
the United States, the president of the Maryland State Senate and the speaker 
of the House of Delegates." 

Mr. Hill. There is one paragraph of that resolution that I particularly desire 
to call to the attention of the committee, which reads : 

" Be it resolved by both branches of the City Council of Baltimore, That the 
Congress of the United States of America be, and it is hereby, respectfully re- 
quested to amend and modify the existing prohibition law, known as the Vol- 
stead Act, in order to permit the manufacture, sale, and distribution of whole- 
some beers and light wines, and that all governmental revenues derived from 
such permission be set aside and used as a separate fund for the payment of 
bonuses to ex-service men." 

Now, there is the governing body of one of our very biggest cities, following 
the lead of the governing body of Chicago, I understand, in asking that this 
method of paying the soldiers' bonuses be adopted. 

I respectfully present the following petition from a large number of the 
most important business men in Baltimore, who address this petition to the 
Ways and Means Committee, and have asked me to present it to the committee. 

( The petition referred to is printed in the record in full, as follows : ) 

Baltimore, Md., January 18, 1922. 
The Chairman Ways and Means Committee, 

Washington, D, C. 

Dear Sir : We, the undersigned, indorse without qualification the resolution 
passed by the Baltimore City Council, first branch, January 16, 1922, copy of 
which is herewith inclosed, and commend it to the earnest consideration of 
your honorable committee. 

Percy B. McLaran, railroad contractor; A. H. S. Post, president Mercantile 
Trust & Deposit Co. ; George F. Randolph, chairman executive committee. Union 
Trust Co., formerly vice president Baltimore & Ohio Railroad Co. ; Geo. W. 
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W. Knapp, vice president National Enameling & Stamping Co.; Chas. B. 
Roberts, Hagerstown Metal Co.; Frank N. Hack, treasurer Standard Guano 
Co.; Geo. W. Knapp, jr., treasurer National Enameling & Stamping Co.; 
Carter Lee Bowie, attorney at law; James Locke, editor the Baltimore News; 
Spalding Lowe Jenkins, president Maryland State Fair (Inc.) ; Ral Parr, Parr 
& Parr, Insurance; W. Ewing Harvey, president J. J. Walsh Co. (Inc.); 
L. L. Jenkins, attorney at law; Thomas Hughes, manufacturer; Col. C. B. 
Sw^eezey, late commander Three hundred and thirteenth Infantry, warden Mary- 
land Penitentiary ; Gen. Henry M. Warfield, Insurance, former adjutant general 
of Maryland ; Chas. I. James, James Lumber Co. ; W. Irvine Keyser ; Francis 
Lee Steuart, consulting engineer; Thomas A. Whelan, Fidelity & Deposit Co.; 
H. B. Wilcox, vice president Merchants' National Bank (excepts bonus) ; W. L. 
Andrews, vice president Consolidation Coal Co. (excepts bonus) ; W. Win- 
chester Keith; J. McKenney White; Dr. M. J. Cromwell; George Brown, jr.; 
Walter W. Keith ; Wilson M. Cary ; Reverdy J. Dalngerfield ; Horatio L. Whlt- 
rldge; Charles W. Playford; Henry May Glttlngs; T. Rowland Sllngluff; J. 
Dukes Hoopers; William Miller; Walter Wlckes; D. H. Mordecal; Chas. G. 
Fitzgerald; Bradford Perin; H. P. James; John C. Glttlngs; Hope H. Bar- 
roll, jr. ; Thomas Goodwlllle ; J. H. Purnell, W. G. Street ; J. Purvlance Bonsai ; 
Benj. W. Corkran. jr.; J. E. Glttlngs; E. J. Webb; Wm. M. Elliott (except 
bonus) ; W. S. Symington, jr. (except bonus) ; S. P. Bond; G. W. Lissman; 
Jno. C. B. Pendleton ; B. Bradley Jones ; A. D. P. Janney ; Joslah Pennington ; 
Julian S. Jones ; B. F. Watson ; E. B. Duntlng ; George Cator ; Ralph Robinson ; 
H. Gowell Parr; G. L. Potter; J. L. Klnls; Stuart Olivier; Wm. Whitridge; 
Eidw. M. Allen; John W. Frick; B. F. Johnson; W. S. Thayer (except bonus) ; 
Philip L. Poe; Theodore Marburg; W. K. K. Murphy; F. W. Keldel; Clepham 
Pennington; A. R. Rlggs; H. B. Bowen; E. McFisher; Thos. A. Elllcott; 
Townsenda Scott 4th ; Robert B. Harrison ; Douglas Gordon Carroll ; W. M. 
Thomas; Edwin J. Farber; Robert Oliver Lehr; S. T. Steele; Parker Cook; 
F^ank Gosnell; J. Whitridge Williams (except bonus) ; Telfair W. Marriott; 
T. D. Claiborne; A. L. Thomsen; John J. Thornton; Alexander Gordon (except 
bonus) ; J. R. Emory, jr.; J. Talbot Todd; John K. Flick; Frederick Wess; 
Charles H. Carter; Felix Agnus Leser; Frederick Koons; M. McGulre; J. F. 
Kerchner ; Mrs. Bertha Long ; J. S. Rowley ; John J. Patte ; Jos. R. E3ney ; 
Henry L. Ruppert ; Benjamin Strauch ; E. N. Shannahan ; William Gibson ; H. 
B. Marshall ; George G. Carey, jr. ; Wm. A. Marburg. 

Mr. Hill. Now, Mr. Chairman, I shall not takfe your time to read all of the 
names on the list, but I shall read just a few of the names In order that the 
committee may know what character of citizens of Baltimore are seriously 
recommending this method of paying the soldier bonus. 

The Baltimore Federation of Labor also passed a resolution indorsing the 
principle of H. R. 9691, indorsing the bonus and indorsing the payment from 
taxes on light wines and beer. 

The above petition refers to the resolution which has passed both branches 
of the Baltimore city council, a copy of which I have already put In the record. 

The petition is signed by such men as Percy B. McLnran. an Important rail- 
road contractor; A. H. S. Post, president of the Mercantile Trust & -Deposit 
Co., the biggest trust company south of Philadelphia and one of the biggest 
trust companies south of New York ; George F. Randolph, chairman executive 
committee. Union Trust Co. (I might add that Gen. Randolph was formerly 
vice president of the Baltimore & Ohio Railroad) ; George W. Knapp, vice 
president National Enameling & Stamping Co., a big national company thai 
does a huge business all through the South; Charles B. Roberts, president of 
the Hagerstown Metal Co. ; Frank N. Hack, treasurer Standard Guano Co. ; 
George W. Knapp, jr., treasurer National Enameling & Stamping Co. 

I shall not read all of these, but only a few more to show the sort of people 
that are indorsing this proposition : 

Carter Lee Bowie, attorney at law; James Lock, editor Baltimore News (the 
Baltimore News and the Baltimore American are both owned by Mr. Munsey 
and constitutes the morning and evening editions of one of our tw^o great papers 
in Baltimore) ; Spalding Lowe Jenkins, president Maryland State Fair (Inc.) ; 
Ral Parr, Parr & Parr, Insurance; W. Ewlng Harvey, president J. J. Walsh 
Co. (Inc.). 

Then, there are many others of equal Importance. I note here In this list 
the name of Gen. Henry M. Warfield, a representative of one of the biggest 
Insurance companies in the country and formerly adjutant general of Mary- 
land; Mr. Charles I. James, of the James Lumber Co.; W. Irvine KeySer, 
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capitalist; Col. C. B. Sweezey, who commanded the Three hundred and thir- 
teenth Infantry, which captured Montfaucon. He is now the warden of the 
Maryland State Penitentiary. 

As I go on through this list whicli contains some 125 names, I think — 1 
did not count them — I note such men on this list as Dr. J. Whitridge Williams, 
the dean of Johns Hopkins Medical School. He has stated a reservation in 
reference to the bonus. 

Then Mr. H. B. Wilcox, vice president Merchants National Bank, which I 
know to be the biggest bank south of New York, except possibly in Philadelphia ; 
W. L. Andrews, vice president Consolidation Coal Co. These last two make 
a reservation as to the bonus. 

Now, I wish to say that this petition is signed by men entirely irrespective 
of any politics in the ordinary sense, and they are men whose opinion is con- 
sidered of very great value In Baltimore City and in all the South, and I 
submit this to the committee for consideration. 

I desire to thank the committee for allowing me to appear before it. If 
there are any further questions that any of the members of the committee 
may desire to ask me, I would be very glad to answer them. I feel that this 
method of paying the soldier bonus is entirely constitutional. I am "absolutely 
sure that 2.75 per cent beer is constitutional, and I would be willing to allow 
the Supreme Court to take up the constitutionality of the provisions of a bill 
of this sort. 

I am in favor of a bill that will pay an adjusted compensation without dis- 
turbing business conditions in this country. This is the only method so far 
suggested of that kind. 

Mr. Watson. There is an association, I believe, of a million men interested 
in the legal manufacture and sale of light wines and beer. I do not know 
its name. 

Mr. Hill. That is the Association Opposed to Proh.bition. I understand that 
is the one. 

Mr. Watson. Yes; I think so. 

Mr. Hill. That is one of which Mr. Strayton is president. They have said 
that they are absolutely in favor of this. Mr. Strayton, a former captain in 
the United States Navy, has voluntarily organized that organization and he 
has done a great deal of work in it. His association is absolutely back of it. 

Now, that association has among its members such men as Mr. Stuyvesant 
Fish, Mr. Kermit Roosevelt, and any number of prominent men throughout 
the country. 

I am here talking on this measure principally as a measure to raise revenue 
and not as a prohibition question, but I feel very strongly that the best way 
to kill illicit stills and put out of business bootleggers is by giving people 
light wines and beer, which can not possibly be bootlegged. You can not boot- 
leg 2.75 per cent beer, nor can you bootleg light wines. 

Mr. Hadley. If I understand your argument as to the constitutional ques- 
tion, it is simply this : That the Constitution does not prohibit the manufacture 
or sale of nonintoxicating beverages. 

Mr. Hill. Yes, sir. 

Mr. Hadley. And further, that it is your judgment that the standard In your 
bill would not be declared intoxicating. 

Mr. Hiix. Yes, sir. 

Mr. Hadley. You mean that the beer is not intoxicating? 

Mr. Hill. Yes, sir. 

Mr. Hadley. If it is intoxicating, the bill, if enacted, would not be consti- 
tutional? 

Mr. Hill. Yes, sir. 

Mr. Hadlby. -Conversely so, it would not be if the question of fact was 
resolved against the bill as being nonintoxicating. If found to be intoxicating, 
then it would be necessarily held unconstitutional? 

Mr. Hill. Yes, sir. 

Mr. Hadley. That is the force of your argument. 

Mr. Hill. Yes, sir; that is the force of my argument. 

May I add that I do not represent, and never have represented, any breweries 
or distilleries, except as they are my constituents In a general sense. I am only 
interested in this matter as a representative of a community which feels very 
strongly on this subject. 

In preparing this suggestion to the committee in the form of H. R. 9691 I 
talked with one of the biggest brew masters in my district. I asked him 
what the least alcoholic content was which beer could contain and make tt 



54 SOLDIEBS' ADJUSTED COMPENSATION. 

decent, palatable beer. He said that the 2.75 per e«it war beer was a proper 
beer from the point of view of the manufacturer and the point of view of 
the consumer, and he advised me that 2.75 per cent as used in the war beer 
by weight is equal to about 3.50 to 4 per cent by volume. 

So, the 4 per cent by volume beer provided for in this bill is practically the 
same as the 2.75 by weight of our war beer. 

I have personally made many investigations, and I have reached the con- 
clusion that it is not intoxicating. 

Mr. Cbisp. Before the eighteenth amendment was enacted and the Volstead 
law, what was the average per cent of alcoholic content in beer. 

Mr. Hill. I think the average per cent of alcohol at that time was about 
4 or 5 per cent by volume. I asL:ed the same brew master that question and 
he said that it ran about 5 per cent, about 4 to 5 per cent, but he said that 
4 per cent by volume, or even 3i per cent, is equal to about 2.75 per cent by 
weight, and is enough to preserve the beer and make it a real beer. 

I asked him about beers that the families obtained in places like Munich, 
where they have two sorts of beer, for domestic and export use. The beer 
which the people drink in their homes they sometimes have to send out and 
get two or three times during a meal, it was so light that it would not keep. 
The beer which they exported had to have a greater alcoholic content and is 
much heavier. I only talked at length with one brew master, but he was the 
brew master of a very big brewery in Baltimore. He said that 2.75 per cent by 
weight, or our war beer, was in his opinion a perfectly suitable beer. 

I also telephoned other brewers in Baltimore who said that it was a per- 
fectly suitable beer which would satisfy the desires of the ordinary beer-drink- 
ing public and also from the manufacturer's point of view it was a natural beer 
to make. What they are doing now is to make a natural beer and then extract 
the alcohol from it. 

I do not come here as a representative of any brewer or any distillery, but 
I am deeply interested in the proper methods of raising the huge sums neces- 
sary to meet th's soldier bonus as well as in a modification of the Volstead Act 

This tax on beer — 2.75 per cent, even, cutting out the wine — will meet it 
Personally, I would like to see wines included. 

Mr. Watson. Would this bill permit the importation of wines? 

Mr. Hill. Well, if :t would not, the bill ought to be amended. That is one of 
the reasons why I put it at 12 per cent for wine. I took the tables of the Inter- 
nal Revenue Department and I found that French claret ran about 8 per cent 
and California claret about 10 per cent, and that, the normal American wines 
ran — the dry wines — about 10 per cent, and sweet wines about 12 per cent 

Now, of course, the sweeter the wine, the less of it can be consumed. 

Mr. Volstead has some interesting remarks on the subject of cider and per- 
haps the committee would Tke to hear them. I do not want to take up too 
much time, but I will read some of them : 

EXTKACT FROM STATEMENT OF HON. ANDREW J. VOLSTEAD, A RePRESENTATI\"E IN 

Congress from the State of Minnesota, Chairman of the Committee on 
THE Judiciary, Before the Commitee on Rules, House of Representatives, 
Friday, June 10, 1921. 
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Mr. Cantrill. I have been asked a great many times about this, and I want 
to get your view of it. Is it a violation of the law, for instance, for the house- 
keeper to make wine for her own use in the household? The blackberry season 
is coming on, and I would like to know whether in your opinion it is a violation 
of the law for the housekeeper to go out and pick blackberries and make them 
into wine? 

" Mr. Volstead. In the conference between the two Houses we wrote into the 
act a provision to the effect that a person might make nonintoxicating cider 
and fruit juices. The quest on as to what construction will be put upon that is 
still open, except to this extent: Former Attorney General Palmer positively 
held that a person could make his cider or his fruit juices and leave them in 
his home no matter how strong they might become, which practically means 
that a man can make cider and wine in the home ; but, personally, it is my im- 
pression that whenever that comes before a court the court will hold as we 
intended they should hold, I take it, that cider or fruit ju'ces not intoxicating 
in fact might be made in the home. 

" Mr. Pou. And whenever it contains more than one-half of 1 per cent of 
alcohol 
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"Mr. Volstead (interposing. Oh, yes; I do not think that is the test as to 
fruit juices or cider. The test there is whether it is nonintoxicating in fact. 
You can not drink so very many glasses of cider, ordinarily, nor can you 
drink a very large quantity of fruit Juice. So it might contain quite a little 
more than one-half of 1 per cent without being intoxicating, and that was the 
object of keeping that provision in. Otherwise the expression " nonintoxicat- 
ing" would mean nothing. 

" Mr. Snell. Real hard cider would make a fellow feel pretty good if he took 
a few glasses of it. 

"Mr. Volstead. Under the construction placed upon It by former Attorney 
General Palmer, a man can make his hard cider and he can make his wine, 
but whether that decision will stand or not I do not knowu I do not believe 
it will myself, but I think it may contain more than one-half of 1 per cent. 

" Mr. Cantrill. Accoi*ding to your construction, it was not the intent of Con- 
gress that it would be a violation of law if wine was made at home contain- 
ing one-half of 1 per cent of alcohol? 

" Mr. Volstead. No ; my contention is this, that it might contain considerable 
more without being intoxicating. 

" Mr. Cantbill. Have there been any cases in court covering that question? 

" Mr. Volstead. No." 

Mr. Hill. I have here a letter from the Association Against the Prohibition 
Amendment indorsing the proposed method of paying the soldier bonus. They 
call especial attention to their list of members who have written to this commit- 
tee and to the personnel of their membership. I ask that this letter be included 
in my remarks. 

National Headquabters, 
The Association Against the Pbohibition Amendment, 

Wanhington, D. C, February 5, 1922. 
Hon. John Philip Hill, 

House Office Building ^ Washington, D. C. 

My Dear Mb. Hill: This association has followed with interest your proposed 
legislation (H. R. 9691) and your testimony with regard to same before the 
House of Representatives Committee on Ways and Means. 

We desire to bring to your attention the fact that the Committee on Ways 
and Means undoubtedly has on file several thousand letters and telegrams 
that have been addressed to it by members of this association. All of these 
letters petition the committee to consider the propriety of legislation permitting 
the manufacture and sale in the United States of wines and beers containing 
over one-half of 1 per cent alcoholic content, but which are not intoxicating in 
fact; and pointing out that (1) such legislation would not be in violation of 
the eighteenth amendment to the Constitution, and (2) that, inasmuch as the 
said beverages would be subject to Federal taxation, the proposed legislation 
would be revenue-producing, and therefore subject to consideration by the 
Ways and Means Committee. 

A list is appended to this letter of some of our members in the various States 
who have forwarded such communications to the committee. We haye on 
file copies of many of them, and if the committee has not retained the originals, 
we will endeavor to furnish duplicates if they so desire. 

This association, with a large membership of voters in every section of the 
country, will favor any proposed legislation that will have the effect of modi- 
fying the present prohibition laws to the extent of allowing the manufacture 
and sale of wine and beer, suitably taxed, and the Hill bill (H. R. 9691) will 
consequently have our support. 

The Assocation Against the Prohibition Amendment has no connection with 
any so-called liquor interests. Its membership is composed of high-class repre- 
sentative, and law-abiding men and women in every locality, who favor and 
encourage obedience to the prohibition laws as now effective, but who honestly 
believe that the principle of prohibition is inexpedient, dangerous, and a 
menace to the country's welfare. 

For your information I am inclosing one of our circulars (second attached), 
on the first page of which appears a list of our leading members throughout 
the country. 

I will greatly appreciate it if you will bring the above facts to the attention 
of the Ways and Means Committee. 

G. C. Hinckley, 
National Secretary and Treasurer. 
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Mr. Hill. Some prominent members of the Association Against The Prohibi- 
tion Amendment (Inc.) who have written to the House of Representatives 
Ways and Means Committee urging the propriety of legislation permitting the 
manufacture and sale in the United States of wines and beers containing over 
one-half of 1 per cent alcoholic content, but which are not intoxicating in fact, 
and pointing out that (1) such legislation would not be in violation of the terms 
of the eighteenth amendment to the Constitution, and (2) that inasmuch as 
the said beverages would be subject to Federal taxation the proposed legisla- 
tion would be revenue producing, and therefore subject to consideration by 
the Ways and Means Committee. 

Alabama. — ^T. C. Thompson, president Buck Creek Cotton Mills, Siluria; 
J. O. Screven, auditor and income-tax consultant, Birmingham. 

Arizona. — ^Mr. and Mrs. J. S. Douglas, of the family which founded Douglas, 
Ariz. 

Arkansas. — Russell L. Hinckley, manufacturers* representative, Hot Springs. 

California. — ^N. Alker, importer, Los Angeles; Mrs. Marie A. Alker, Los 
Angeles ; Dr. W. C. Shipley, surgeon in charge. Cloverdale Hospital, Cloverdale ; 
G. W. Emmons, president Standard Gas Engine Co.. Oakland ; Miss Annette L. 
Megargee, 2014 Cabrillo Street, San Francisco; Miss Kathryn A. Longstreth, 
C!oronado ; Dr. Ray W. Rosson, Tulare ; Mrs. R. W. Rosson, Tulare ; Miss Helen 
DlUard, Tulare; Herman Henneberger, jr., Pacific Finance Building, Los An- 
geles; George H. Tyson, San Francisco (representing six insurance companies 
on the Pacific coast) ; Cuyler Lee, of Western Motors Co., San Francisco ; 

B. C. Sharpe, of California Charcoal Co., San Francisco ; R. M. Hotaling, care 
of Hotaling Estate Co., San Francisco; William H. Metson, Balboa Building, 
San Francisco; Mrs. Oscar Ruff, Los Angeles; Dr. C. L. Thompson, Alameda; 

C. A. Redmond, Glendale; A. R. Fennimore, vice president California Optical 
Co., San Francisco ; Miss Rose R. Gould, 2150 Hyde Street, San Francisco ; Miss 
Florence W. Stacy, 1250 Washington Street, San Francisco; Miss Marguerite 
F. Silvey, 2140 Hyde Street, San Francisco; Miss Madge Welle, 1000 Union 
Street, San Francisco ; Miss Anabel F. Gregg, 2164 Hyde Street, San Francisco ; 
F. C. Finkle, consulting engineer, Los Angeles ; C. O. G. Miller, president Pacific 
Lighting Corporation, San Francisco; R. P. Chittenden, president California 
Road & Street Improvement Co., Fresno. 

Colorado. — George A. H. Fraser, lawyer, Denver; Spencer Penrose, financier, 
Colorado Springs (brother of the late Senator Penrose) ; John F. Truesdell, 
lawyer, Denver; B. A. Roloson, Crestone; W. E. Perkins, Crestone; F. O. Deal, 
Crestone; John L. Charles, Crestone; Jason Hall, Crestone; Mrs. M. M. Langley, 
Crestone; Frank M. Gallup, Crestone; Mrs. John L. Charles, Crestone; Mrs. 
Nellie Parker, Crestone; F. S. Charles, Crestone; Walter S. Parker, Crestone; 
H. P. Meehan, Crestone; Mrs. Jason Hall, Crestone; Mrs. Clara Famham, 
Crestone; Mrs. Oma Hutton, Crestone; Mrs. E. A. Bruns, Crestone; Miss Jessie 

E. Bonham, Crestone; Mrs. A. P. Anderson, Crestone; Mrs. Jennie Frazee, 
Crestone. 

Connecticut. — ^Mrs. L. L. Borden, LakevlUe; Mrs. James L. Smith, Norwich; 

F. A. Ford, secretary C. C, Cowles Co., New Haven; Mrs. Mae B. Hennessey, 
New Haven; Mrs. Charles D. Sinclair, Stamford; A. H. Renshaw, Mechanical 
Engineer, Noroton ; Miss Katherine Brasher, Kent ; Miss M. L. Lane, Norwalk ; 
Mrs. Samuel Smith, Putnam ; Mrs. Henry S. Kinney, Greenwich ; Miss Amy L. 
Ford, New Haven ; Miss Elizabeth G. Davis, New Haven ; William A. Car- 
michael, New Haven; George A. Meyer, New Haven; Mrs. Jane T. Day, New 
Haven ; Meyer Lambert, New Haven ; Miss Jane L. Brockett, New Haven ; Miss 
J. A. Hyman, New Haven; Miss Anna W. Lyons, New Haven; Frederic C. 
Billings, president Billings & Spencer Co., Hartford. 

Delaware. — ^Mrs. Henry D. Thompson, Greenville; Charles D. Stockly, presl 
dent Chesapeake Flax & Linen Corporation, Smyrna. 

Georgia. — ^M. B. Wellborn, Atlanta (officer of the Federal reserve bank). 

Idaho. — ^J. A. Marks, merchant, Boise. 

Illinois. — Henry W. Tobey, commission merchant, Chicago; Miss Lioulse J. 
Lynch, Oak Park ; T. J. Nertney, dealer in natural resources, Ottawa ; Benjamin 
Engelhard, Chicago ; E. P. Rogers, president. Excelsior Foundry Co., Belleville ; 
J. W. Beckstrom, Chicago ; Miss Katharine Wilson, assistant to vice president, 
Illinois Terminal Railroad Co., Alton; Mrs. Charles B. Rohland, Alton; Miss 
Helen W. Kauflfman, Alton ; F. P. Siebel, president J. E. Siebel Sons Co., chemi- 
cal engineers, Chicago ; James C. Gray, Chicago manager Jewell Belting Co. ; E. 

G. Steams, business man. First National Bank Building, Chicago; Mrs. Etta 
Lyons, Kewanee ; J. W. Gardner, president of industrial establishment, Qulncy ; 



soldibbb' adjusted compbnsatiok. 57 

Col. Francis T. A. Junkin, United States Army, retired officer ; A. W. WesterMd, 
president Westerfeld & Welnzelbaum, Chicago; Mrs. Ethel P. Goldsmith, Chi- 
cago ; C. H. Tharp, president C. H. Tharp & Co., Chicago ; John F. Manion, 
president Manion-Shepley Co., Freeport; Mrs. L. H. Van Ness, Chicago; J. J. 
Wies, proprietor Wles Hotel, East St. Louis; Samuel W. Banning, lawyer, 
Chicago; Miss Martha J. Gleason, Chicago. 

Indiana. — J. R. McCuUoch, vice president the First and Hamilton National 
Bank, Fort Wayne; Louis Chevrolet, president Frontenac Motor Co., Indfanapo- 
lis; Miss Louise Schuelker, Fort Wayne. 

Iowa. — ^Walter Breen, secretary Mills County Abstract Co., Glenwood ; B. M. 
Jacobson, United States Treasury Department custodian. Clinton. 

Kentucky. — Leslie V. Abbott, architect and engineer, Louisville; Owen Law- 
son, Louisville; Maj. John Cleves Short, United States Array retired, Heidel- 
berg; Miss Mary Johnston, Louisville; H. F. Llndsey, vice president National 
Branch Bank of Kentucky, Frankfort. 

Louisiana. — ^Mrs. J. H. Goodman, merchant. Baton Rouge ; Mrs. Ernest Wood- 
cock, New Orleans; Dr. H. H. Collins, New Iberia. 

Ma4ne. — Pascal P. Gilmore, formerly treasurer of the State of Maine, Augusta. 

Maryl4md. — ^Mrs. Henry Morton, Baltimore; Miss Ella M. Gilliece, Balti- 
more; John Stonewall J. Healy, lawyer, Baltimore; Joseph E. Lewis, mechani- 
cal engineer, Baltimore; W. H. de C. Wright, Maryland Trust Building, Balti- 
more ; Mahlon Hutchinson, president the Mortgage Securities Corporation, Bal- 
timore; Charles Minnigerode, 203 State Bank Building, Baltimore; Mrs. Ber- 
tram Stump, Emmorton; Morton B. Stelle, St. Michaels; H. Barry George, 
electrical contractor, Baltimore; Miss Eleanor C. Johnson. Baltimore; Miss 
Eleanor W. Coleman, Port Deposit; Miss Catherine M. Brennan, Baltimore; 
Walter H. Buck, lawyer, Baltimore; Raphael Semmes, Baltimore; Mrs. Emily 
Boyoe Mackubin, EUicott City ; Mrs. Anna B. Lipps, Baltimore ; Dr. R. Lee Hall, 
Pocomoke City ; Donald N. Gilpin, of Gilpin, Langdon & Co.. Baltimore. 

Massachusetts. — George B. Hamblin, Whitinsville ; F. G. R. Gordon, industrial 
expert, Haverhill; James Thomson, treasurer, Fairhaven Mills, New Bedford; 
Mrs. Genevieve G. Fleming, Middleboro ; James I. Rhodes, Boston ; Guy Waring, 
Hyde Park; Mrs. Francis A. Pierce, Boston; R. S. Hale, 939 Boylston Street, 
Boston ; Henry B. Cabot, jr., Boston ; William J. Kerwin, of the Beacon Manu- 
facturing Co., New Bedford ; Dr. O. H. Everett, Worcester ; G. R. Agassia, capi- 
talist, Boston ; G. H. Voter, Boston ; O. L. Whitney, president O. L. Whitney & 
CJo., Cambridge; Walter E. Lombard, attorney, Boston; Charles S. Rackemann, 
president Constitutional Liberty League of Massachusetts, Boston. 

Michigan. — Dr. Alfred N. Shotwell, Mount demons ; Mrs. Sally Mason Partlan, 
Detroit. 

Minnesota. — George H. Goodell, 906 Merchants* Bank Building, St. Paul; 
F. W. Lightner, vice president and secretary, Stronge & Warner Co., St. Paul. 

Missouri. — J. Clarence Taussig, attorney, St. Louis ; Mrs. William A. Roebke, 
St. Louis ; J. F. Lanier, assistant sales manager, McKone Rubber Co., St. Louis ; 
J. S. Wahl, Caruthersville ; George H. Capen, president, George D. Capen & Co., 
St. Louis; Miss Martha Meisinger, St. Louis; Fred Wehmiller, president, the 
Barry-Wehmiller Machinery Co., St. Louis. 

Nebraska. — Dr. George Haslam, Fremont; J. J. Metzinger, Fremont; John 
Monnich, Fremont. 

Nevada. — George Wingfleld, Reno ; Hugh Brown, Tonopah ; P. B. Ellis, Carson 
City. 

New Jersey. — ^Mrs. Harry W. Emerson, Middletown; Clarence Brooks & Co., 
varnish manufacturers, Newark ; Dr. Hudson Maxim, Landing Post Office ; Dr. 
n. K. Gerow, Arlington. 

New Mexico — Dr. Carl Hagen, Silver City. 

New York. — Kermit Roosevelt, president, Roosevelt Steamship Co., New York 
City; Stuyvesant Fish, former president, Illinois Central Railroad, New York 
City ; Harrison Grey Fiske, New York City ; James R. Floyd, 61 Broadway, New 
York City ; J. E. McAuliffe, treasurer. Triangle Conduit Co., Brooklyn ; Marvin 
H. Strong, 311 State street, Schenectady; W. J. Ferris, president, Whitmier & 
Ferris Co., Buffalo ; Louis D. Green, vice president, H. L. Moxley & Co., New York 
City ; Miss Louise M. Iselin, 54 East Fifty-third street, New York City ; Mrs. 
W. D. N. Perine, 300 Park Avenue, New York City ; A. L. Linn, jr., vice president, 
United Gas & Electric Corporation, New York City; Dr. M. Clifford Pardee, 
158 Macon street, Brooklyn; Kenneth G. Reynolds, Albany; G. Schoenlg, presi- 
dent, Schoenig & Co. ( Inc. ) , New York City ; John Aspegren, president, Aspegren 
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& Co., Produce Exchange, New York City ; P. Tecumseh Sherman, care of Taf t & 
Sherman, attorneys, 15 William street. New York City ; Dr. George P. Boulden, 
Stapleton, Long Island ; Fred Ingraham, lawyer, 192 Broadway, New York City ; 
Dr. Richmond Stephens, New York City; J. R. Rowland, general freight and 
passenger agent, Colonial Navigation Co., New York City; Edward J. Shriver, 
New Brigton, Staten Island; M. M. Nowak, Buffalo; Paul Lowe, Great Neck, 
Long Island; Mrs. W. Watts Sherman, 838 Fifth Avenue, New York City; 
Dr. James F. McCaw, Watertown ; Rev. Edmund Banks Smith, chaplain. United 
States Army, Governors Island; Dr. C. V. C. Comfort, Rochester; Harold S. 
MacKaye, lawyer, New York City ; C. Pardo, president, De Sola Bros. & Pardo, 
New York City; Dr. A. Lincoln Sherman, Hastings upon Hudson; \Mrs. 
Edmund Wetmore, Babylon, Long Island; Miss Marie Doran, Richmond Hill, 
Long Island ; .Prof. Theodore A. Miller, University of Rochester, Rochester ; 
C. V. Coppinger, president, Langdon (Inc.), New York City; Hunter L. Betts, 
president, Betts Supply Co., Syracuse ; Charles E. Foote, editor and author, Mo- 
hegan Lake ; L. P. Hancock, lawyer, Buffalo ; Douglas V. Ashley, lawyer, Bing- 
hamton ; Mrs. William H. Field, 116 East Fifty-eighth Street, New York City. 

Ohio. — Dr. Charles E. Hubbard, Fayette; Russell V. Bleecker, lawyer, Cleve- 
land ; Otto Meinshausen, Norwood, Cincinnati ; Miss Jessie Belden, Akron. 

Oklahoma. — J. C. Culbertson, financier, Muskogee; H. R. Shilliam, secretary, 
Traders' Warehouse & Commission Co., Oklahoma City. 

Oregon. — Dr. Ernest F. Tucker, Medical Building, Portland; C. D. Bniun, 
officer of Blake McFall Paper Co., Portland. 

Pennsylvania. — Frank T. Clark, 321 Chestnut Street, Philadelphia ; Dr. Arno 
C. Voigt, coroner, Hawley ; Dr. H. J. Donaldson, Williamsport ; George F. Lee, 
president George F. Lee Coal Co., Wilkes-Barre ; Louis Karstaedt, real estate 
operator, Philadelphia ; S. K. Reeves, vice president Paul S. Reeves & Co. ( Inc. ) , 
Philadelphia; Dr. William Jefferson Guernsey, Philadelphia; P. W. Dahinden, 
Pittsburgh; eGorge F. Hoffman, president Hoffman-Corr Manufacturing Co., 
Philadelphia; J. H. Gurnsey, Merchants' National Bank. Meadville; F. B. 
Holmes, lawyer, Stroudsburg; Norman R. McClure, engineer, Strafford; E. S. 
Cline, office^: of Heine Safety Boiler Co., Phoenixville ; Miss Agnes Repplier, 
author, Philadelphia; Lee S. Clymer, secretary-treasurer Clymer Power Co., 
Riegelsville; John R. Chidsey, real estate operator, Easton; J. Edward Brill, 
official of J. G. Brill Co., Philadelphia ; Percy H. Clark, lawyer, Philadelphia ; 
Dr. B. C. Hirst, Philadelphia. 

Rhode Island. — William W. Douglas, Providence; Miss Annie W. Huber, 
Arlington; Dr. H. J. Knapp, Newport; Thomas H. Holton, lawyer. Providence. 

South Carolina. — J. Bryce LaBruce, Charleston. 

South Dakota. — ^Will H. Rounds, Sioux Falls. 

Tennessee. — Dr. C. T. Hibbett, Nashville. 

rea?a«.— William E. Gallaspy, Fort Worth. 

Utah. — C. E. Loose, Provo. 

Virginia. — J. T. Palmatory, president Cottrell Saddlery Co., Richmond; Mrs. 
Mary W. K. Page, Warrenton ; Miss M. M. Johnston. 

West yirflrinia.-— Capt. H. Clay Getzendanner, ex-State senator, Charles Town ; 
Hon. Thornton T. Perry, ex-mayor, Charles Town; Robert C. Rissler, editor, 
Charles Town ; Wm. NelU, M. D., Charles Town ; A. H. S. Rouss, M. D., Charles 
Town ; Mrs. A. II. S. Rouss, Charles Town ; Thomas C. Bowling, manufacturer, 
Charles Town; T. C. Green, attorney, Charles Town; W. F. Alexander, attor- 
ney, Charles Town; Forest A. Brown, attorney, Charles Town; Forrest W. 
Brown, attorney, Charles Town; Dr. T. A. Ramey. Charles Town; L. D. Get- 
zendanner, vice president National Citizens' Bank, Charles Town ; B. D. Gibson, 
ex-president National Bank ; H. C. Baker, contractor, Charles Town ; Dr. F. P. 
Edgell, Charles Town; Miss Mary Simpson, Elm Grove; Berkeley Minor, jr., 
attorney, Charleston. 

Wisconsin. — Col. Francis T. A. Junkin, United States Army, retired. Lake 
Geneva ; t)r. H. P. Haushalter, Milwaukee ; Hans A. Koenig, officer of Koenig 
& Co., importers, Milwaukee, 

Wyoming, — Miss Caroline Lockhart, publisher. Park County Enterprise^ 
Cody. 

District of Columbia. — Frederic Egner, consulting engineer, Washington ; 
Admiral G. W. Baird, United States Navy, retired, Washington; William P. 
Eno, traffic expert, Washington. 
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National Headquabtebs, 
The Association Against the Prohibition Amendment (Inc.)» 

Washington, D. C, November 15, 1921, 

This association is working: 

I. To get the Volstead Act repealed. 

II. To permit every State (under the concurrent clause) to pass its own 
enforcement act. 

III. To then remove the prohibition amendment from the Constitution. 
Prohibition has accomplished some good, and merits dignified treatment and 

serious consideration, but the present prohibition laws are improper and danger- 
ous. Prohibition should be dealt witii locally, and not in violation of the funda- 
mental principles of home rule under which our country has grown to great- 
ness. The climate of Alaska requires one diet, while Ijouisiana demands 
anotJier; and to so legislate that many citizens in every part of the country 
feel that what they may eat or drink is being dictate<l to them by citizens of 
other parts of the land (living under dilTerent climatic conditions) is to sow 
the seeds of antagonism and tx) start crops of dissensions and perhaps future 
serious trouble. 

We therefore ask your support in the interest of good citizenship. 

^ SOME GENERAL CONSIDERATIONS. 

The prohibition laws are unpopular with a great majority of the voters. 
Most of us never had a chance to express our preferences. Prohibitionists fre- 
quently nominated candidates, but they never got any important percentage 
of votes. The amendment was adopted by legislators pledged to vote as they 
did because in their districts prohibitionists held the balance of power. 

I. When the voters now opposed to the Volstead Act are organized for action 
they will hold more than a balance of power and will prevail. 

II. The Association Against the Prohibition Amendment is trying to supply 
the necessary organization for this purpose. 

It will work for the following objects, viz : 

a. To get the Volstead Ac^ out of the law and keep it out. 

h. To oppose the passage of similar tyrannical laws, and to endeavor to have 
the enforcement of the eighteenth amendment (so long as it remains in force) 
left to the people of the several States under the concurrent clause. 

c. To work patiently, lawfully, fairly, and patriotically for the repeal of the 
prohibition amendment and in the hope that the Constitution of the United 
States will hereafter be preserved from mutilation by an organized fanatical 
minority. 

GENEUAL RULES OF THE ASSOCIATION. 

1. The association is nonpartisan and nonsectarian. 

2. Both men and women are eligible to membership. 

3. Brewers and distillers are ineligible to voting membership. 

4. Dues are $1 per year. 

5. No officer shall be salaried. Office workers are, however, paid. 

6. Money shall not be spent for lobbying nor paid to any official. 

We are now working for the repeal of the tyrannical Volstead Act, and for 
common fairness and a decent regard for personal liberty in any legislation 
which takes its place. 

We favor legislation which will, under the concurrent clause, permit each 
State tJirough a vote of its citizens to determine what enforcement act shall be 
effective within the borders of the State. 

No man ought absolutely to pledge himself after the manner of the Prohibi- 
tionists — i. e., to vote for or against a candidate on the sole criterion of his 
prohibition views. Obviously, however, the membership of the association 
should stand committed to a definite plan of action, in order to exert the maxi- 
mum influence upon candidates and politicians. To this end, we urge every 
member to sign the "Statement of attitude** (printed on the opposite page). 
However, such signature is not obligatory. 

Please note that this statement does not compel a member to vote, against 
his better judgment, for a " wet ** candidate. There is nothing iron-clad about 
it. The member merely states that, where other considerations are equal, he 
wiir favor the candidate who declares himself against the Volstead law and 
In favor of tlie exercise of State rights. 

Nor does the statement affect a man's party affiliations. He need never vote 
against his party. 
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The statement does not imply that the signer is opposed to prohibition oir 
that he is a " wet," and it leaves him free to favor or oppose prohibition or 
regulation after the repeal of the Volstead law. 

The name of a member will not be made public without his consent, but the 
desired results are to be sought by publicly giving out the number of members. 
Our membership cards give the member's residence and voting place. The 
cards are so filed that the total number of members residing in a particular 
State or election district may be quickly given, and it is proposed that prior 
to election certified accountants and other persons enjoying public confidence 
shall examine the records of cards for a given State or district and publish 
(in the newspapers) affidavits, stating the number of voters residing in that 
State or distxict who are members of this association and who have signed 
the statement of attitude. 

It is intended thus to bring before such candidates and political leaders 
information as to the number of voters in their respective districts who are 
aiding in our program. 

* * ' * « « « * 

" God grants liberty only to those who love it and who are always ready to 
guard and defend it." (Daniel Webster.) 

" Prohibition will work great injury to the cause of temi>erance. It is a 
species of intemperance within itself, for it goes beyond the bounds of reason^ 
in that it attempts to control a man's appetite by legislation and makes a crime 
out of things that are not crimes. A prohibition law strikes a blow at the very- 
principles on which our Government was founded." (Abraham Lincoln.) 

" It is time for all of us to recognize the fact that a thing like prohibition 
can not be attained by Executive decree." (Samuel Gompers.) 

Some prominent members: R. L. Agassiz, Gen. Felix Agnus, Vincent Astor, 
Gertrude Atherton,. Dr. James C. Ayer, Hon. Richard Bnrtholdt, Thomas F. 
Bayard, Rex Beach, Spencer P. B. Biddle, Rev. James H. Black, Maj. Gen. 
W. M. Black, United States Army ; Gen. George P. Borden, United Sjtates Army ; 
Col. H. M. Boykin, Edward G. Bradford, jr. ; Sharswood Brinton, Charles W. 
Brown, Dr. H. Warren Buckler, J. Edgar Bull; Maj. Aubrey R. Buntinjr,. 
Wlllard Parker Butler, W. A. Clark, jr.; Ethel Clayton, Irvln S. Cobb, Mrs. 
Price Collier, Harry Content, Hon. L. A. Coolidge, Mrs. Wlnnlfred H. Cooley, 
Dr. L. M. Cowardin, Capt. William C. Cox, Mrs. Charles T. Crocker. T. DeWltt 
Cuyler, Walter Damrosch, J. Clarence Davies, Dr. John B. Deaver, Dr. Charles 
E. Donlan, Tracy Dows, W. Bernard Duke, Charles Edison, John Emerson, 
William P. Eno, Rev. Frowln Epper, Edward Everett, Stuyvesant Fish, Mrs. 
Sidney Fish, Harrison Grey Flske, Mrs. Minnie Maddern Flske, William Barton 
French, Dr. Julius Frledenwald, Robert A. Grannls, ex-Gov. John W. Griggs,. 
Hon. J. M. Grosvenor, jr.; Edmund G. Hammersly, Arthur Hammerstein, Dr. 
Charles D. Hart, Dr. B. C. Hirst. Gen. Alexander C. Humphreys, Hollls H. 
Hunnewell, D. C. Jackllng, Col, Francis T. A. Junkln, Maj. H. H. Klpp, Hon. 
B. Henry La combe, Joseph Lelter, Lester Leland, Edward H. Litchfield, John- 
ston Livingston, A. W. Longfellow, Seth Low, William A. Marburg, George 
Thomas Marye, Dr. Hudson Maxim, Rt. Rev. Monsignor Edward J. McGolrlck, 
Frank McKee, John G. Milburn, G. MacCuUoch Miller, Capt. S. Frederic Mills. 
Alex. W. Mofl'at, Hon. James M. Monroe, Charles A. Moran. Waldo Newcomer, 
Hon. John R. Nicholson. Reginald Norman, J. Norrls OUphant, Rear Admiral 
Hugo Osterhaus, Dr. Charles B. Penrose, Spencer Penrose, James Potter, 
Charles S. Rackemann,, Rev. Dr. Max Raisin, (5en. George F. Randolph, Agnes 
Reppller, Reginald B. Rives, John A. Roehllng, Kermit Roosevelt. ArchibakT 
B. Roosevelt, Benjamin Rush, jr.; Edmund H. Sears, A. L. Shaplelgh, Hon. 
John T. Sherman, Philip Tecumseh Sherman, Rev. Edmund Banks Smith, 
James Speyer, Claus A. Spreckels, Admiral Yates Stirling, Sylvanus Stjokes, 
Eugene V. R. Thayer, Rt. Rev. Monsignor C. F. Thomas, Augustus Thomas, J. 
Barton Townsend, Prince Pierre Troubetzkoy, Mrs. John Weir Troy, Henry 
Kitchen Webster, Charles A. Whelan, Admiral C. S. Williams, United States 
Navy; B. A. Worthlngton. 

Mr. Hawley. Mr. Longworth. will you take the chair? 

Mr. Longworth. Is that all you have, Mr. Hill? 

Mr. Hiix. That Is all that I wish to say. I desire to thank the committee for 
the privilege of appearing before it. 

Mr. Longworth. Is Capt. Dykes in the room? . 

(There was no response.) 

Mr. Longworth. We will hear Congressman Brennan. 
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statement of hon. vincent m. bbennan, a &epbesentative 
in congbess ebom the state oe michigan. 

Mr. Bbennan. Mr. Chairman and gentlemen of the committee, I am here on 
a mission similar to that of tlie gentleman who has just preceded me, to suggest 
to the committee a means of raising the revenue necessary to pay for the soldier 
bonus, namely, to suggest the advisability of raising it by a tax on beer and 
iight wines. 

I come here, however, under slightly different circumstances than my friend 
and colleague from Maryland. I come from the dry State of Michigan, from 
the city of Detroit. I do not come as Col. Hill, who, I believe, is one of the 
outstanding champions in favor of repealing the Volstead. Act in toto. Some 
might say that I come here as a prohibitionist — ^as a dry — ^for in the senate of 
Michigan, in 1919, I was one of those who voted in favor of the ratification of 
the eighteenth amendment to the Constitution. I voted in favor of a bill which 
was heralded the next day in the papers of Michigan as making Michigan the 
driest State in the country. And I did that, being persuaded at the time by the 
advocates of prohibition and the apparent friends of temperance that their plan 
of prohibition would work the greatest benefit to the people of my State and 
of the Nation. 

Now, I have not come to the belief that the eighteenth amendment should 
be repealed or that the Volstead Act as a whole should be repealed. 

I am convinced, as I believe is every man on this committee, that many of 
those who voted for the ratification of the eighteenth amendment did so to get 
rid of the saloon as it was known then, the old political saloon, with its con- 
comitant abuses, the treating habit, and so on, and none of us would for a 
single moment favor any action which would permit the return of the saloon. 

I think there are very few of us who would tolerate the return of hard liquor, 
and I think on the other hand we would be glad to do anything we could to 
rid the country of the terrible abuses now growing out of the violation of the 
prohibition laws and the manufacture of illicit liquor and the sale, in wholesale 
and retail quantities, of whisky for bootlegging, and of moonshine, and of the 
other concoctions which are dangerous to health and life. 

But, gentlemen, I did not come here for the purpose of making a speech. What 
I have said is merely to let you know something about my antecedents and to 
let you know that I am not appearing here as a " wet." I am not opposing 
prohibition in its entirety, but I believe that tliis particular kind of a law 
should be framed along reasonable lines so that it can be effectively enforced. 
The past two years has demonstrated that the Volstead Act, in its present 
form, is so drastic that it can not be enforced successfully. I am speaking 
for a type of prohibition law which would have the approval and support of 
the majority of the people of this country, even though it njight be disapproved 
of by the bootleggers and rum runners who have reaped incalculable profits under 
the workings of the present law. 

There are great proportions of our people now who demand some reasonable 
relaxation of the provisions of the national prohibition act within the terms of the 
eighteenth amendment of the Constitution. 

Now, primarily, of course, this is a hearing directed to seeking means for 
raising the necessary revenue for the soldiers' bonus. 

Last summer during the vacation I was asked to address the Charles A. 
Learned Post of the American Legion in Detroit, Mich., which, I believe, is 
the largest post in point of numbers in the country. It was a very well at- 
tended meeting at the Detroit Board of Commerce. I told the Legion some- 
thing of what the Congress had done during the past session, mentioning the 
passage of the Sweet Bill, and other legislation ; the ' reorganization of the 
Veterans' Bureau and so on, and finished my remarks without making any 
referen<*e to the bonus. I was elected to Congress, by the way, without com- 
mitting myself upon the proposition of the bonus, having stated that I desired 
to withhold my judgment until all the facts were in. 

At the conclusion of my remarks several men at the meeting asked me what 
Congress was doing about the bonus. That, of course, was the issue which 
ivas uppermost in their minds, and I took the platform again and told them 
that I believed that the great majority of the members of Congress were for 
the bonus, but that many believed with President Harding — it was just after 
his address to the Senate — that there was no means then of obtaining and 
raledng the money. I then suggested— and I believe it was the first time the 
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suggestion was made — tliat the one possible solution appearing at that 
time, the one sensible, intelligent way of raising the money was by legalizing^ 
beer and light wines with a small alcoholic content and taxing them heavily 
and putting them under strict Government supervision, at the same time for- 
bidding, of course, the reestablishment of the saloon. 

That was in September that I made that suggestion. The suggestion was 
greeted with greater applause and apparently more genuine approval than any- 
other statement made that night. 

Since that time I have not introduced a bill. The story was carried by Uie 
Associated Press and this morning when I was getting ready to come up here, 
hurriedly, I fouud just a few of the thousands of letters I have received 
from all parts of the country advocating that this suggestion be taken up and: 
acted upon favorably by Congress. 

I have not had time to arrange them, but these letters have come in as a 
result of what the newspapers throughout the country have said. 

I have an editorial here from the New York World which I think is worth 
reading. 

" One way to finance the bonus. 

" Representative Brennan's plan to finance the soldiers* bonus by means of 
a percentage tax on beer and light wines has the advantage of being the only 
imaginable method whereby the bonus might be carried without disastrous 
consequence to the Treasury. It lies within the power of Congress to exclude 
beer and wines of a liraiteil alcoholic content from the category of intoxicating 
liquors prohibited under the eighteenth amendment and to impose on their 
manufacture and sale whatever tax is necessary to make up for bonus ap- 
propriations. Neither beer nor wine can properly be termed intoxicating. 
Even the original sponsors of the prohibition movement had no grudge against 
mild beverages. Prohibition was carried because of a very general grudge 
against hard liquor and the saloon; its net effect under present enforcement 
laws has been merely the elimination of practicaUy everything to drink except 
hard liquor and the substitution of the bootlegger for the licensed bar. It 
beer and light wine were legalized, hard liquor and the bootlegger would dis- 
appear together. 

" The main objection to a bonus for ex-soldiers has been financial. As Sec- 
retary Mellon has repeatedly demonstrated, Congi-ess is already taxing every 
asset it can lay hands on, without being able to keep up with the budget de- 
mands. Under the Volstead Act wine and beer are outlawed and the country 
pays its tax on alcoholic beverages direct to the bootlegging rings, at the same 
time supporting an expensive and futile enforcement service. Surely tlie 
money might better go to the veterans. 

" But the greatest gain that might be realized through Mr. Brennan*s bill 
is a restoration of the respect for law that has been crumbling because of the 
disrespect in which* Mr. Volstead*s legislation is held. The corruption of the 
Volstead law is steadily spreading. The sooner the country is rid of it, the 
better." 

Now, that is merely typical. 

Mr. LoNGWORTH. Do you think that it would be possible to do what you 
suggest without specifically amending the Volstead law? 

Mr. Brennan. I think that it would be. I think that it can be amended by 
subsequent legislation which would not necessarily refer to the Volstead Act in 
terms. 

Mr. LoNowoRTH. You mean that Congress could put a tax on the sale of 
intoxicating liquors, beverages, and that whatever percentage Congress should 
say should be taxed that that would amend the Volstead law to that effect? 

Mr. Brennan. Yes. What I mean is that we do not have to specifically 
refer to the prohibition act. An amendment of it may be contained in the 
soldiers' bonus bill, and that amendment to such extent would supersede the 
Volstead Act. 

Now, I did not hear all of Mr. Hill's argument, and I do not know but that 
he may have covered it, but there was a question raised as to the constitutionality 
of this proposal. It is my understanding that if Congress passed a law stating, 
declaring as a fact, that beer containing 2.75 per cent of alcohol was not intoxi- 
cating and that law was tested in the courts, the court would not go into the 
question of fact, as an original proposition, to determine to its satisfaction 
whether beer containing this proportion of alcohol was intoxicating; but the 
court would m cossarily hold that Congress was the primary judge of the facts, 
and that the finding and declaration of Congress must be upheld, unless it was 
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so ui^reasonable and unthinkable as to be un8upi)orted by any possible inter- 
pretation of the facts. In other words, if there existed any respectable medical 
opinion unholdlng such a definition, even though such opinion was in the 
minority — ^if there were reputable medical authorities who stated that beer 
containing 2.75 per cent alcohol was not Intoxicating — ^the Supreme Court 
would be bound to accept the judgment of Congress as being supported by the 
testimony of these authorities. 

In other words, it would be similar to a case in court where the judge submits 
a case to the jury and is bound by its determination even though he i)ersonally 
might have come to a different conclusion upon the facts. 

Mr. Copley. You think, then, along that line, if Congress should declare 5 or 
6 per cent beer nonintoxicating that the Supreme Court would Xiphoid the same? 

Mr. Bbennan. Up to the point where there could be adduced any respectable, 
reasonable medical testimony supporting such a declaration or definition. Of 
course, no one would class a drink containing 20 per cent alcohol as nonintoxi- 
cating. If Congress should pass such a law, there would be no medical testimony 
to support it. No responsible physician would declare such a beverage to be 
nonintoxicating, and the courts would hold a contrary definition to be in conflict 
with the eighteenth amendment to the Constitution. 

Now, coming down the line from 20 per cent to one-half of 1 per cent^ some- 
where between these two i)oints there is a point up to which Congress may go. 

My thought merely is that to raise the necessary revenue Congress should 
go as high as it can in defining nonintoxicating beverages without violating the 
eighteenth amendment. 

Mr. Hawley. Now, I am asking for information — ^it has been stated that no 
man was able to get drunk on 2.75 per cent or 3 per cent beer. Is It your con- 
tention that no one could become intoxicated on 2.75 per cent beer? 

Mr. Bbennan. The average man would not become intoxicated. 

Mr. LoNGwoBTH. It would be admitted in any test case before the Supreme 
Court that one-half of 1 per cent beer, as a matter of fact, was nonintoxicating? 

Mr. Bbennan. I believe so. 

Mr. Lonowobth. That is admitted? 

Mr. Bbennan. Yes. 

Mr. Lonowobth. And the only question is whether Congress could ge beyond 
that and define what is intoxicating or should be intoxicating and whether the 
Supreme Court would uphold it? 

Mr. Bbennan. Yes. I think that there are a great many ways by which a man 
can become intoxicated. I think he can become intoxicated by drinking too 
much coffee or smoking too many cigarettes or by using to excess any other 
stimulants. I think that if any of the stimulants are used to an excess they will 
produce an exhilaration or a depression which is aikin to intoxication. 

Mr. Watson. There are a great many tea drunkards, as we all know. 

Mr. Bbennan. Absolutely. It is true that any stimulant becomes intoxicat- 
ing if used to excess. 

Now, there might be certain individuals who could drink enough 2.75 per 
cent beer to become intoxicated, but I think that the average human stomach 
can not hold enough beer of that strength to cause Intoxication. In other 
words, the internal capacity of the average person would be taxed before he 
could have consumed sufficient alcohol in a beverage of this proportion to 
become intoxicated. 

It is conceivable, of course, that a man not in proper physical condition 
might become unduly exhilarated by drinking too many bottles of the present 
legal beer containing one-half of 1 per cent and so there might be a few 
who would be obliged to use with caution 2.75 per cent beer, but I do not 
think that we should seek to frame legislation for exceptional cases. Rather 
we should aim to legislate with a view to average conditions. 

Now, gentlemen, I do not want to take up any more of your time. 

As I say, I have not introduced a bill. I have not felt that it would be 
fruitful to go into the details of this proposition until the plan itself is felt 
worthy of consideration by this committee. 

It is a plan which has the backing, as Mr. Hill said, of many of the most 
reputable people throughout the country. 

I know that in Michigan there is a branch of the association which is oppos- 
ing prohibition in its present form with which are affilated the president of 
the Detroit Board of Commerce and other ofllcials — clergymen — and many of 
that high type of men, who were opposed to the saloon, who are opposed to 
hard liquors, but who feel that the interests of the country and the public 
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would best be served by granting some reasonable relaxation — ^not relaxatioii 
in the enforcement of the present laws, for we all agree that, no matter how 
obnoxious, a statute of the United States should be observed and enforced 
until modified by Congress — ^but they ask a relaxation or modification of the 
language and provisions of the present law, as I have indicated. 

Mr. Watson (interposing). You have stated that you had received a num- 
ber of letters from different parts of the country indorsing your idea. And 
you say that there are a great number of people like yourself that supported 
the eighteenth amendment. Were any of those letters from people who sup- 
ported the eighteenth amendment? 

Mr. Bbennan. I think that most of them came from people who did not 
actively urge the adoption of the eighteenth amendment but I have also 
received a great number of very strong letters from people who said that they, 
like myself, had supported and voted for the eighteenth amendment. 

Mr. LONGWOBTH. Mr. Brennan, do you think that this committee would 
have jurisdiction to report a bill taxing 2.75 per cent beer without Congress 
having previously changed the definition under the Volstead Act? 

Mr. Brennan. I believe it would. 

Mr. LoNowoRTH. But it is a question of jurisdiction of committees as to 
their power. Has the House got the power? 

Mr. Brennan. There is no question about the House having the power. 
■ Mr. LiON6W(»TH. Could this committee report out and pass a bill taxing the 
sale of that which is now prohibited under the law? 

Mr. Brennan. My thought is that this bill would not only tax it, but it would 
contain language which would supersede the Volstead Act to that extent. 
In other words 

Mr. Watson (interposing). Authorizing the sale of beer? 

Mr. Brennan. Yes, sir; authorizing the sale of beer. 

Mr. LoNOwoBTH. You think that we should put in language that beer sold 
should pay a certain tax 

Mr. Brennan (interposing). Of course, that would be subsequent to the 
Volstead Act and would modify the act. 

Mr. Crisp. If the House has power to pass such a law, has this committee 
jurisdiction? 

Mr. Brennan. I am not familiar with that, Mr. Crisp. 

Mr. Crisp. That would be a question for us to consider. 

Mr. Brennan. My offhand impression would be that this committee has 
jurisdiction. 

Mr. Crisp (interposing). This committee has sole jurisdiction with regard 
to taxation matters. 

Mr. Brennan. Yes. 

Mr. Crisp. Now, If it takes the view that It can tax that whfch Is now pro- 
hibited by law, this committee would necessarily have jurisdiction to bring in 
such'a bill; would It? That would be a practical question before us? 

Mr. Brennan. Yes ; but If you are going to tax something that Is prohibited 
by law, that does not mean that you are going to make It legal. It would still 
be prohibited. For Instance, there Is a tax now, as I understand It, of $6 a 
barrel on beer made Illegally, plus certain penalties, but that does not legalize 
the sale. 

Mr. LoNGWORTH. In Mr. Hill's bill he changes the definition of beer as pro- 
vided in the Volstead law. Now, would this committee have jurisdiction to 
report a tax of 20 cents a gallon on the sale of material which Is now prohibited 
by law? 

Mr. Brennan. Well, I dd not know as to the jurisdiction of this particular 
. committee under the new rules of the House, but there is no question, of course, 
that Congress can constitutionally pass this legislation as a part of the bonus 
bill and it would supersede the Volstead Act to that extent, and it Is merely a 
technical question as to whether It is coming through the proper committee. It 
is a technical question which I would be Inclined to think should be answered 
affirmatively. 

Mr. LoNGwoRTH. I am trying to get up a practical question as to whether In 
advance of amending the Volstead law any committee could have power to tax? 

Mr. Brennan. I did not get the last part of your question, Mr. Longworth. 

Mr. Longworth. How could a measure be brought before the House which 
put a tax on the sale of intoxicating beverages above the percentage named in 
the Volstead law without first having amended the Volstead law? 
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Mr. BsENNAN. The only other way would be to add to the bill which you re- 
ported an amendment to the Volstead Act; you would not necessarily have to 
refer to the national prohibition act in terms, but you could Insert in your bill 
language which would have the effect of an amendment and which would relax 
the Volstead Act to that extent. 

Mr. Hadlgt. i think that that is a point with regard to Jurisdiction of com- 
mittees which is not upon the general subject. 

Mr. LoNGwoBTH. Now, I have heard some lawyers contend that this com- 
mittee would have jurisdiction under its taxing power to put a tax upon the 
sale of 2.75 per cent beer in advance of any amendment provided in the Volstead 
law, because it has the power to raise revenue and tax it, and any tax of this 
nature will per se amend the definition as provided in the Volstead law. 

Of course, that is a theory. 

Mr. Bbennan. I would not think that there would be any doubt about the 
power of Congress to use appropriate language in this bill to change the 
definition of nonintoxicating beverages, but I would think that merely tasing 
beer of 2.75 per cent alcoholic content would not make the 2.75 per cent beer 
legal, for the reason that most of the liquors which are declared lll^gftl under 
the Volstead Act are now taxed. 

If they catch a bootlegger dispensing illegal liquor, that liquor is taxed at 
so much. If the bootlegger is caught selUng illegal gin, he is not only subject 
to a criminal liability, but he is subject to civil liability for taxes. 

Now, the fact that beer contaning more than one-half of 1 per cent is now 
taxed does not make it legal, and the fact that this committee should impose 
a tax on 2.75 per cent beer, to ray mind, would not make that beer legal, 
unless the committee also inserted in its bill a provision changing the definition 
of nonintoxicating beverages. 

Mr. Fbbiab. The question comes down to something like this: If we do not 
have the power to report a bill to tax that which is now prohibited by law, 
we would be powerless to report such a taxation bill until the Judiciary Com- 
mittee under the rules should have brought in a bill changing the definition of 
intoxicating liquor. 

Mr. Cbisp. There is a long line of decisions where a bill is sent to a com- 
mittee if that committee is without Jurisdiction, if the bill remains there in 
that committee, and that committee makes a report to the House, then the ques- 
tion of estoppel applies and you can not make the point in the House that the 
committee did not have jurisdiction. 

Now, this bill of Mr. HiU*s which treats with this subject and provides for 
the sale of light wines and beer has been referred to the Ways and. Means 
Committee, and it seems to me that if it stays here and the committee reports 
out a bill having a provision in it dealing with wines and beer whereby they 
are permitted to be sold, of course, it would amend the Volstead Act, and I do 
not think anyone would be permitted to raise the question of Jurisdiction in the 
House. Of course, I may be wrong. 

Mr. Hawley. We have had this question up before. We had it up the other 
day when the question of the reference of the bill relating to the St. Lawrence 
Canal was before the House, and it was decided by a special motion 

Mr. Cbisp (interposing). That was an entirely different thing. That is where 
the basis of estoppel applies. The reason for the estoiH>el is if a bill or resolu- 
tion is referred to a committee without jurisdiction of the subject matter, if 
the erroneous reference is not corrected before the committee makes a report 
on the bill, it is then too late to raise the question of jurisdiction, and the rule 
of estoppel applies. 

Mr. Hawley. On special motion. 

Mr. LoNGwoRTH. It is 5 minutes to 12. 

Mr. Bbennan. I think I have said everything I care to. 

Mr. LoNGWOBTH. Is there anybody else who wants to be heard? 

Mr. Watson. I have a letter from the commander of the American Legion, De- 
partment of Pennsylvania, to Hon. M. Clyde Kelly, which I would like to intro- 
duce, also a letter from F. P. Macker to the commander of the American Legion, 
department of Pennsylvania. 

May I file them? 

Mr. LoNGWORTH. Yes. 

(The letters referred to are printed in the record as follows:) 

89314—22 5 
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The American Legion, 
Depabtment of Pennsylvania, 
Philadelphia, Pa., January 30, 1922. 

Hon. M. Clyde Kelly, M. C, 

Washington, D. C. 

My Dear Clyde : I myself have taken a census of the soldiers' wishes on the 
adjusted compensation bill. I have found that 3 per cent of them are in favor 
of a cash bonus. About 90 per cent are in. favor of paid-up insurance. The 
balance are scattered for home and reclamation of land. 

I am submitting you this data from Mr. Archer, of Luzerne County, who has 
made a complete canvas of every soldier in Luzerne County. This is his 
answer. I feel that with little effort on the part of the Government and the 
Legion less than 2 per cent of the men in Pennsylvania will accept a cash bonus. 
I have reached this conclusion and gotten this data from 4,000 soldiers in every 
part of the State. 

Our drive is coming along in splendid shape. We are talking to packed houses 
every night. 

Will you be kind enough to submit this in your own way to Mr. A. W. Mellon. 
Secretary of the Treasury, and Mr. J. W. Fordney, chairman of Ways and 
Means Committee of the House, and oblige. 
Yours, very truly, 

Joseph H. Thompson, 
Commander Department of Pennsylvania. 



The American Legion, 
Department of Pennsylvania, 
Wilkes-Banej Pa., January 26, 192^, 
Joseph H. Thompson, 

Department Commander, Philadelphia, Pa. 

My Dear Commander: As per your request, I am giving you the results of 
the personal inquiries we have made among the 2,000 Legionnaires in this dis- 
trict. As you have been informed, we sent you a copy of the questionnaire 
which the men filled out to all parts of the district, and the figures which follow 
are computed from the returns of seven different communities: 

Average number of months in domestic service, 9 months 3 days. 

Average number of months in foreign service, 7 months 13 days. 

Average monthly pay before entering the service, $95.22. 

Average monthly pay while in service, $31.98. 

Average monthly pay after discharge, $80.66. 

Dependents average 1.26 per man. 

One hundred per cent were in favor of adjusted compensation. 

The investigation also shows that the men favor the following forms of com- 
pensation as per the following figures : 

Per cent. 

Favoring the Insurance form 34 

Favoring farm aid plan 2 

Favoring home plan 52 

Favoring educational plan 6 

Favoring cash basis 6 

Favoring the fivefold plan 100 

These figures were gathered at random from various posts on different occa- 
sions without any preliminary remarks on the i)art of commanders or other 
persons Interested. Many of them were sent direct by mall. 

Trusting these figures may be of aid to you In presenting the adjusted com- 
pensation, and assuring you that the original signed questionnaires are in file 
at this office, I remain. 

Yours In comradeship, 

F. P. Macher. 

Mr. LoNGwoRTH. We will stand adjourned at this time until, I assume, to- 
morrow morning at 10.30 o'clock. Unless we have further notice, we will recess 
until 10.30 o'clock In the morning. 

(The committee thereupon adjourned.) 
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CoMMiTTja: ON Ways and Mkaxs, 

House of Representatives, 

Thursday, February 2, 1922. 

The committee tliis day met, Hon. William R. Green, presiding. 

Mr. Qbeen. The committee will come to order, I think that Mr. Fordne>v 
the chairman, will be here pretty soon, and as he wants especially to hear 
the Secretary of the Treasury, :Mr. Andrew is due to be heard for a short 
time. 

Mr. Gabneb. Mr. Green, I think that the Secretary of the Treasury ought 
to be heard in extenso in the consideration of this bill. Now, of course, if 
he has ample time in which to be heard, I think there would be no objection 
to Mr. Andrew going on now, but I think that we should ascertain whether or 
not he has ample time, and that we should get his views on that point 

Mr. Gbeen. Very well, Mr. Secretary, we will be pleased to hear from you 
with such suggestions as you have to make with reference to the bill which is^^ 
before the committee. 

Mr. Oldfield. Te soldiers' bonus bill. 

STATEMENT OF HON. ANDBEW W. MELLON, SECBETABT OE THE. 

TBEASUBY. 

Secretary Meij:x>n. I have not prepared any statement and I do not know 
exactly what is in the minds of the committee or what you desire to ask me. 

Mr. Gbeen. Well, I think that some of the members of the committee desire- 
to make some inquiries of you. 

Mr. Hawlby. Mr. Chairman, I am quite sure that the committee desires to- 
hear the Secretary on the question of possible sources of revenue with which 
to meet the obligations that may be incurred as a result of the enactment of 
the adjusted compensation legislation. 

What tax can we lay, or from what taxes can we get the funds? That is 
what we want to know. 

Secretary Mellon. I should say that we can not increase existing taxesr 
the class of taxes which are already in existence. They are as burdensome now 
as should be borne, and to go further, it will be necessary to find some broad 
class of commodities upon which some reasonable percentage of tax will not 
make too great a burden, and select enough such bases to obtain whatever 
revenue it may be necessary to provide. 

Mr. Hawley. Have you any special recommendations in mind, Mr. Secretary ? 

Secretary Mellon. There are those recommendations which were made at 
the hearings on the tax bill, such as the Increase in the first-class postage and 
the increase in the documentary-stamp tax and then certain taxes on articles 
which it can be spread over. 

For instance, there can be some additional tax, I think $25,000,000 addi- 
tional, placed, or perhaps $30,000,000, on tobacco and cigarettes, and we can 
go over the broad class of articU^ that we have and select sufficient, by going: 
far enough, to provide the amount of revenue. 

Mr. Gabneb. Did you say third-class or second-class postage? 

Secretary Mellon. First class, ^ferely increase the first-class postage. 

Mr. Gabneb. First-class i)ostage? 

Secretary Mellon. Yes, sir. Then there could be some increase, I think, on 
other mail, which is not self-supporting now. 

Mr. Gabneb. Well your idea would be that the tax on postal matters should 
be self-supporting? 

Secretary Mellon. Yes, sir. 

Mr. Gabneb. I am glad to hear you say that, Mr. Secretary. This committee 
has been in full agreement up until this time. 

Secretary Mellon. I think that any service should pay its own way, should 
be self-supporting. 

Mr. Fbeab. I want to ask some questions, Mr. Chairman, but I would like to^ 
ask them at the proper time. 

Mr. Gabneb. Well, Mr. Mellon, I have noticed, I think from the newspaper 
reports, that you had written the chairman a letter on this question. 

The Chaibman. The only letter that I have received on that subject has beea 
furnished to every member of the committee. 

Mr. Gabneb. When was that? 

The Chaibman. A week or 10 days ago. 
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Mr. Gabneb. I did not receive mine. I want to put that letter, if it is agree* 
able to the committee in the record. 

Secretary Mellon. Yes, sir. I did not know that you referred to that letter. 
That was a week ago. 

The Chairman. It was put in the record, I think, by Mr. McOumber. You 
sent Mr. McCumber a letter some time ago, and I have been told that- that is 
what it was. 

Mr. Gabner. I have never received the letter. It never came to my desk. 

The Chairman. We better put it in the hearings, then, Mr. Garner. 

Mr. Garner. Yes, sir ; I want it to go in as a part of the hearings, so when 
we look over the hearings we will have the authentic letter. 

(The letter referred to is printed in the record in full, as follows:) 

LETTER FROM THE SECRETABT OF THE TREASURY RELATIVE TO THE NATIONAI. 

FINANCES. 

Treasury Department, 
Witshington, January 2^, 1922. 

Dear Mr. Chairman: I received your letter of January 21, 1922, and am 
glad, in accordance with your request, to present the latest figures as to the 
probable receipts and expenditures of the Government for the fiscal years 1922 
and 1923, and to Indicate in that connection what public-debt operations the 
Treasury will have to carry on between now and June 30, 1923, in order to 
finance its current requirements and provide for maturing obligations. I am 
at the same time transmitting for your information the four attached state- 
ments as to receipts and expenditures and the public debt 

It appears from these statements that for 1922 the Budget estimates indicate 
a deficit of over $24,000,000, and for 1923 a deficit of over $167,000,000. These 
figures make no allowance for expenditures not covered by the Budget, as, for 
example, $50,000,000 already requested by the United States Shipping Board 
for the settlement of claims, $7,000,000 to be spent by the United States Grain 
Corporation on account of Russian relief under the act approved December 22, 
1921, $5,000,000 to be paid as the 1923 installment under the treaty with Colom- 
bia, and a possible $50,000,000 on account of additional compensation to Gov- 
ernment employees, a total of $112,000,000, chiefiy for 1923. The results of the 
first half of the fiscal year 1922, after making due allowance for extraordinary 
items, indicate that the Budget estimates for the year are substantially cor- 
rect. It is still too early to say whether deficits can be avoided, but it is almost 
certain that in neither 1922 nor 1923 will there be any surplus. At any rate, 
it is clear that in drder to balance the Budget, expenditures must be still fur- 
ther reduced, rather than increased, and that the net reductions below the 
Budget figures within the two years must aggregate about $300,000,000 in order 
to overcome the indicated deficits. At the same time the Government faces a 
heavy shrinkage in receipts, and internal-revenue collections in particular are 
subject to great uncertainty. As a matter of fact. In view of th» depression 
in business, there is grave doubt whether the estimates of receipts which ap- 
pear in the Budget can be realized, and up to date the shrinkage has rather 
more than kept pace with the shrinkage in expenditures. It is clear that under 
these conditions there is no room for new or extraordinary expenditures, and 
that if new items should be added, which are not included in the Budget, It 
would be necessary to make simultaneous provision for the taxes to meet them. 

One of the chief factors in the gradual return to normal conditions throughout 
the country has been the marked reduction In Federal expenditures which has 
already occurred, and this has in turn permitted the lightening of the burden of 
taxation. What has been accomplished along these lines within less than a year, 
through the cooperation of J;he Congress and the Executive, makes a concrete 
record of achievement in economy which is worthy of our highest efforts to 
maintain. The economies effected, moreover, have been made without stinting 
in any way the relief of disabled veterans of the late war, for the figures show 
that the Federal Government spent for this purpose in the fiscal year 1921 
about $380,000,000 and will spend for the same purpose in the fiscal year 1922, 
and again in the fiscal year 1923, about four hundred and fifty millions a year, 
or more than will be spent for any other one purpose except interest on the 
public debt. 

The overshadowing problem of the Treasury at this time, of course, is the 
handling of the public debt, and particularly the conduct of the refunding opera- 
tions which will be necessary within the next year and a half on a scale unprece- 
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dented in times of peace. Some progress has been made in these operations, but 
the great bulk of the refunding still remains to be done. The gross public debt 
of the Government on December 31, 1921, on the basis of daily Treasury state- 
ments, amounted to $23,438,984,351, of which almost six and one-half billion dol- 
lars falls due within the next 16 months; over three and one-half billions of It 
in the form of Victory notes, which mature May 20, 1923 ; about $2,200,000,000 in 
the form of Treasury certificates, which mature at various dates within a year ; 
and nearly seven hundred millions in the form of war savings certificates, 
which mature January 1, 1923, or may be redeemed before that time. 

The refunding of this vast maturity will require the Treasury's constant atten- 
tion from now on. Altogether it makes up an amount almost as large as the 
fourth Liberty loan, and considerably more than the first and second Liberty 
loans combined. The Liberty loans were floated during the stress of war, 
through great popular drives and with the help of a countrj^-wide Liberty loan 
organization that comprised perhaps 2,000,000 persons. To conduct refunding 
operations on a similar scale in time of peace, to the amount of six and one-half 
billions of dollars, is a task of unparalleled magnitude, and it is of the utmost 
importance to the general welfare that it be accomplished without disturbance 
to business or interference with the normal activities of the people. This can 
not be done if the refunding is embarrassed by other operations. 

The greatest problem is the Victory Liberty loan, which amounted to $3,548,- 
000,000 on December 31, 1921. A maturity of this size is too large to pay off or 
refund at one time, and it is accordingly necessary that the Treasury should 
adopt every means at its command to reduce the outstanding amount in advance 
of maturity. To this end it will be the Treasury's policy to continue to issue 
short-term notes from time to time when market conditions are favorable and 
to use the proceeds to eflCect the retirement of Victory notes, accomplishing this, 
if they can not be had otherwise, through the redemption of part of the notes 
before maturity. It will likewise be the policy, so far as possible, to apply the 
sinking fund and other special funds available for the retirement of debt to the 
purchase or redemption of Victory notes. 

The $2,200,000,000 of Treasury certificates outstanding and the $700,000,000, 
thereabouts, of war savings certificates raise similar problems and will like- 
wise require refunding operations on a large scale during the next year and 
a half. The Treasury has already placed on sale, on December 15, 1921, a 
new issue of Treasury savings certificates, which is designed to provide in 
part for the outstanding savings certificates to be redeemed. It is clear, how- 
ever, that an important part of the maturity on January 1, 1923, will have to 
be refunded, at least temporary, into other obligations. The bulk of the Treas- 
ury certificates of indebtedness will also have to be refunded probably into 
other Treasury certificates, for it is almost necessary, while Government ex- 
penditures are so large and tax payments so heavy, to fioat . a substantial 
amount of Treasury certificates in order to carry on current operations with- 
out money strain. 

If the situation continues to develop in an orderly way, and no complica- 
tions are introduced in the form of extraordinary expenditure which would 
force new borrowings, the Treasury expects to be able to proceed with the pro- 
gram already outline<l, and such other refunding operations as may prove to 
be advisable, within the limits of its existing authority and without interfer- 
ence with the business of the country or disturbAnce to the Investment mar- 
kets. The time is coming, perhaps in the near future, when it will be possible 
to undertake refunding operations for a longer term with a view to the dis- 
tribution of the debt among investors on a more permanent basis. 

It is important in this connection, however, not to overlook one special char- 
acteristic of the Treasury's public debt operations since August 31, 1919, when 
the gross debt reached its peak, namely, that the operations since that date 
have been accompanied by gradual but steady debt retirement and that even 
the refunding operations now in prospect will not increase the public debt. 
Generally speaking, the Treasury has been fioating a constantly decreasing total 
volume of securities and its borrowings have accordingly not taken new money 
or absorbed funds that would otherwise go into business. If the Government, 
on the other hand, were increasing the public debt, quite different problems 
would arise. Treasury offerings would then take up new money and there 
would be danger of inflation, of higher rates for money, and of strain on the 
investment markets, with consequent prejudice to the Government's own inevi- 
table refunding operations and to business and industry generally. The whole 
character of the operations would be altered. 
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The estimates which have been given as to the prospects for the fiscal years 
1922 and 1923 and the program which has been outlined for the refunding of 
the short-datetl debt do not make allowance for any extraordinary expenditures 
within the next few years for a soldiers' bonus or so-called adjusted compen- 
sation for veterans of the World War. The figures show that there will be 
no available surplus, but more probably a deficit, and that with the enormous 
refunding operations which the Treasury has to conduct it would be dangerous 
in the extreme to attempt to finance the exi^enditures involved in the l>onus 
through new borrowings. The position of the Treasury remains unchanged, 
but if there is to be a soldiers' bonus, it is clear that it must be provided for 
through taxation, and through taxation in addition 'to the taxes imposed by 
existing law. 

It is difficult to estimate how much additional taxation would be necessary, 
for the last bonus bill considered was S. 506, reported by the Committee on 
Finance of the Senate on June 20, 1921. From the report, of the committee and 
the estimates of the Government Actuary it would appear that the total cost of 
the bonus under tlis l)ill would be about $3,330,000,000, of which at least $850,- 
000,000 would fall in the first two yeai*s of its operat on, with varying amounts 
over intervening years, and an ultimate payment in the twentieth year of over 
$2,114,000,000. The minimum cost would apparently be about $1,560,000,000, in 
case substantially all the veterans should take the cash plan, and the maximum 
cost about $5,250,000,000, in case substantially all of the veterans should elect 
to take the certificate plan in lieu of cash. If an unexpectedly large proportion 
of the veterans should choose cash, the cost within the first two years might 
I'un well over $l,000,OlK),000. It would seem reasonably certain, however, that 
at least one-half would elect the cash-payment plan, in which event the cost in 
the first two years would be about $850,000,000, and the total cost would fall 
between the two extremes, or at about $3,330,000,000. These estimates take no 
account of expenses of administration or the possible cost of vocational-training 
aid, farm or home aid, or land-settlement aid to veterans who elect such bene- 
fits, which would involve substantial additional cost. The expenditures in- 
volved, moreover, would be in addition to already substantial expenditures on 
account of veterans of the World War, chiefiy for relief to disabled veterans, 
which amount to about $450,000,000 a year, according to the estimates for 1922 
and 1923. The Government's obligation to the disabled veterans is continuing 
and paramount, and heavy expenditures for their relief will be necessary for 
many years to come. 

On the most conservative estimates, therefore, the cost of a soldiers* bonus 
in the first two years would probably be not less than $850,000,000. This would 
necessitate additional tax levies to a corresponding amount during the same 
period. The taxes already in force are too onerous for the country's good and 
are having an unfortunate effect on business and industry. The field of tax- 
ation, moreover, has already been so thoroughly covered, owing to the extraor- 
dinary revenue needs growing out of the war, that it is exceedingly difficult to 
discover new taxes that could properly be levied to yield as much as e:ght hun- 
dred and fifty millions within two years. In these circumstances, should Con- 
gress determine to adopt the policy of paying a soldiers' bonus, it would become 
necessary to impose general taxes on broad (rlasses of articles or transactions 
in order to pay it. For such taxes, in their nature of wide application, much 
might be said as substitutes for existing taxes, but the Treasury would hesitate 
to reconnnend them as additional taxes, except to meet some extraordinary 

purpose. 

Whatever additional taxes might be levied, provision for them would have 
to be made in the same bill with the bonus. The Budget system is now firmly 
established, and the Budget already submitted has pointed out the relation be- 
tween receipts and the expenditures for this year and next year. If the Con- 
gress decides to authorize large expenditures outside of the Budget, it is 
fundamental that it should make simultaneous provision for the additional 
taxes necessary to meet them. 

It is also well to keep in mind that no indirect means of financing the bonus 
could make it less an expense that will have to be borne in the long run by the 
taxpayer. Thus it wcmld be futile as well as unwise to attempt to provide for 
the bonus through the use of the principal or interest of the foreign obligations 
held by the United States or through the sale of any such obligations to the 
public. For the most part, the foreign obligations are still in the form of 
demand obligations, and it is impossible in the present state of international 
finance and in advance of funding arrangements to estimate what may be col- 



soldiers' adjusted compensation. 71 

lected on them in the near future by way of principal or interest. The obliga- 
tions are not in shape, moreovert to sell to the public, and to offer them to in- 
vestors with the guaranty of this Government would seriously interfere with, 
our own refunding operations, upset the security markets, ,and in the long run 
prove more expensive to this Government than would the sale of its own direct 
obligations. At the same time it would enormously complicate the interna- 
tional situation and certainly embarrass the funding negotiations. Even if 
enough could be realized on the foreign debt in time to pay the bonus, it would 
accomplish nothing to set it aside for that purpose. As, the law now stands, 
and in justice to the millions of Liberty bondholders, the (Government is bound to 
apply any principal payments for foreign Governments as well as any proceeds 
of sale to the retirement of outstanding Liberty bonds, about 10,000,000,000 of 
which were issued in the first instance to provide for the advances to foreign 
Governments. Interest collected on the foreign obligations should likewise go 
to provide for the interest on Liberty bonds, and it has been the Treasury's 
plan in the funding to adjust the dates and amounts of the interest payments 
as nearly as may be to the interest payments on our own bonds. 

In any event it is clear that if the proceeds of the foreign- obligations should 
be applied to different purposes, the Government of the IJnited' States to that 
extent would have to provide, for payment of the principal and interest of the 
Liberty bonds from other sources, which means that the people would have to 
pay taxes for this purpose that would otherwise be unnecessary. The plan to 
use the foreign obligations to pay a soldier's bonus, therefore, would still leave 
the burden on the shoulders of the American taxpayer. 

I have made this extended analysis of the country's financial position and of 
the Treasury's plans and prospects for 192^ and 1923 in order that the Con- 
gress may have before it in definite form the facts as to what financial con- 
sequences the soldiers' bonus would entail and what added burdens it would 
inevitably place upon the country. 

I am sending a copy of this letter to Senator McCumber for the information 
of the Committee on Finance of the Senate. 
Very truly, yours, 

A. W. Mellon, 
Secretary of the Treasury, 

Hon. J. W. FORDNEY, 

Chairman Committee on Waj/s and Means. 
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Exhibit C. 

Preliminary statement of the public debt on Dec. Sly 1921, 
[On the basis of daily Treasury statements.] 

Total gross debt before deduction of the balance held by the Treasurer free of current 
obligations, and without any deduction on account of obligations of foreign Governr 
ments or other investments, was as follows: 

Bonds: 

Consols of 1930 $599, 724, 050. 00 

Loan of 1925 118, 489, 900. 00 

Panama 's of 1916-1936 48, 954, 180. 00 

Panama *s of 1918-1938 25, 947, 400. 00 

Panama 's of 1961 50, 000, 000. 00 

Conversion bonds 28, 894, 500. 00 

Postal savings bonds 11, 774, 020. 00 

$883, 784, 050. 00 

First Liberty loan 1,952,123,150.00 

Second Liberty loan 3, 313, 261, 100. 00 

Third Liberty loan , 3,592,593,750.00 

Fourth Liberty loan '. 6, 349, 411, 400. 00 

15, 207, 389, 400. 00 

Total bonds 16, 091, 173, 450. 00 

Notes: 

Victory Liberty loan 3, 548, 289, 500. 00 

Treasury notes — 

Series A-1924 311, 191, 600. 00 

Series B-1924 390, 706, 100. 00 

701, 897, 700. 00 

Treasury certificates: 

Tax 1,515,157,500.00 

Loan 567,437,500.00 

PittmanAct 113,000,000.00 

2, 195, 595, 000. Oa 

Treasury (war) savings securities (net cash re- 
ceipts) 651,844,374.27 

Total interest-bearing debt 23,188,800,024.27 

Debt on which interest has ceased *. 11, 867, 140. 26 

Noninterest-bearing debt 238, 317, 186. 83 

Total gross debt 23, 438, 984, 35L i6- 
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Exhibit D. 

Statement showing comparative figiares as to short-dated public debt, June 30, 1920, to 

Dec. SI, 1921. 

[On tbe bads of daily Treasury ttatements, adjusted to Include accrued dlacount on Treasury (war) 

savings secunties.] 



I. Maturities before June 30. 1923: 
Victory notes (mature May 20. 

11123) 

Treasury oertiflcates (maturing 
within a year)— 

Loan and tax 

Pittman Act and special 

issues 

Treasury (war) savings securi- 
ties, series of 1918 (net cash 
receipts plus accrued dis- 
count to respective dates) 



II. Maturities after June 30, 1923: 

Treasury notes 

Treasury (war) savings securi- 
ties (net caash receipts plus 
accrued discount to respec- 
tive dates), series of 1919, 1920, 
and 1921, maturing, respec- 
tively, on Jan. 1. 1024, Jan. 1, 
1926, Jan. 1, 1926, and later 
dates 



June 30, 1020. 



Dee. 31, 1920. 



14, 246, 385, 530. 00 H 225, 97(1, 765. 00 



2,485,6S2,fi0a00 
283,375,000.00 



June 30, 1921. 



Dee. 31, 19121. 



2,300,666,000.00 
292,229,450.00 



758,996,409.08! 702,520,765.18 



13, 913, 933, 35a 00 S3, 548, 289, 50a 00 



2, 460, 843, 50a 00^ 2,062,606,000.09 
248, 729, 450. 00 113, 000, 000. 00 



675,449,577.13 



7,774,309,439.06, 7, 521, 376, 97a 18 



Total. 



143,172,726.64 143,624,053.78 



7,917,482,165.72 



7,664,901,023.96 



7,288,955,877.13 
311,191,600.00 



120,570,0ia85 



7,720,717,487.98 



> 644, 090, 608. 33 



6,387,975,108.33 
701,897,70a00 



118,662,962.07 



7, 208, 535, 79a 40- 



i Partly estimated. The estimated additional discount to accrue on Treasury (war) savings securities 
of the series of 1918 to Jan. 1. 1923, is about $19,000,000, which should be added in computing the amount 
of the maturity. 



Mr. Hawley. Mr. Secretary, I understood from your statement a moment ago 
that you think that an increase in the present tax on corporations is an imprac 
ticable increase — that is, an increase beyond 12i per cent? 

Secretary Mellon. Yes, sir. 

Mr. Haw-ley. And also the normal tax on individuals. 

Secretary Mellon. Yes; of course it can be increased; but it would be, I 
think, illogical. It would be harmful to increase either the corporation tax, 
particularly the corporation tax, or the normal tax. 

Mr. Hawley. For the reason, in your opinion, that if we increase these taxes 
it would directly Interfere with business so that the total amount of revenue 
would not be materially enlarged? 

Secretary Mellon Well, it would retard the revival of activities in industry 
to a certain extent; but they are now higher than they should be, in normal 
times, in peace times. 

Mr. Hawi^y. It has been suggested that we use the foreign debt as the 
basis for obtaining money to pay these soldier bonuses. Have you any com- 
ment to make on tliis proposal? 

Secretary Mellon. I think that that would be impracticable and a very un- 
certain proposition, and it would meet with a great many difficulties. It is 
also problematical whether the funds could be obtained within any reasonable 
time. I mean within the time which would be necessary to meet the bonus 
proposition. 

Mr. GoixiEB. That would be making a definite indebtedness with an indefinite 
way of paying it back. 

Secretary Mellon. Yes. 

Mr. CoLUEB.. In other words, it is uncertain just when we are going to get 
this foreign money in? 

Secretary Mellon. Yes. 

Mr. CoixiEB. And we are making the payments certain, but our reimburse- 
ments very uncertain? 

Secretary Mellon. There are a great many objections to that proposition, 
and then there is nothing to be gained by it. It is much better to provide the 
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funds ourselves and go on and collect whatever can be collected there than to 
pledge that source for something when we do not know what the outcome 
will be. 

Mr. Collier. There has been a good deal of talk about that, and I wanted to 
get the Treasury's views upon that. 

Secretary Mellon. It would be a very difficult proposition. I do not think 
that it could be done without the guaranteeing by this Government of the securi- 
ties that would be received, and the marketing of those securities would cost 
more than to market our own securities even. It would take the funds from 
the same sources, and it would be a cumbersome way of raising money. In 
some respects it would cost more money, because I do not think that the securi- 
ties would bring in the market quite as much as our own securities. 

In other words, the bonds would have to be sold at a high rate or at a dis- 
count, which would be at the cost of our own Government. Moreover, those 
bonds might be subject to all State and municipal taxation. Investors would not 
know what exemptions they had, and consequently they would not consider 
them as desirable as our own Government bonds, because they know what they 
are. The investor knows that to some extent they are exempt from taxation. 
There are a great many things to consider which would make it undesirable. 

Mr. Hawley. Mr. Secretary 



Mr. Gabner. How much is it going to cost 

The Chairman. IJr. Hawley. 

Mr. Hawley. Mr. Secretary, in your judgment, this legislation should carry 
as a part of it when finally enacted a sufficient provision for raising adequate 
revenues to meet the obligations created by it. 

Secretary Mellon. I think that is necessary. 

Mr. Fbear. Well, you could have answered without having the question put 
that way, that you think that we have Sufficient ability. 

Secretary Mellon. Yes; I think that it is necessary. 

Mr. Garner. Mr. Secretary, I assume that you are acquainted with H. R. 1, 
the measure known as the Fordney bonus bill? 

Secretary Mellon. Yes; just generally familiar with it. I have not gone 
into it very carefully. 

Mr. Garner. Let us have order, Mr. Chairman. 

You are not familiar with the provisions of this bonus bill introduced by 
Mr. Fordney? 

Secretary Mellon. I have not examined it carefully. 

Mr. Garner. Then, can you give us any estimate as to the amount of money 
that will be necessary to meet the provisions of this bill if the soldiers should 
take 50 per cent cash and take the other 50 per cent some other way? 

Secretary Mellon. Well, our estimate, of course, was on the basis through- 
out that 50 per cent would take cash, and in that event the cost in the next 
two years would be about $425,000,000 a year. That would be $850,000,000 in 
two years. 

Now, that was the Senate bill, the McCumber bill, that I had in mind. 

Mr. Garner. Now, Mr. Secretary, I believe you have — I think that I saw it 
in a Senate report, I am not quite certain whether it was in the newspaper 
report or in the Senate report that you made a statement as to the estimated 
receipts for the next fiscal year, and, as I understood, you compared them 
with the estimate of the Budget as to the expenses. 

Secretary Mellon. Yes. 

Mr. Garner. What was the difference, if any, as to the expenditures and the 
receipts for the next fiscal year? 

Secretary Mellon. There was a deficiency — if you have that letter there, it 

gives the statement. 

You mean the next fiscal year, 1923, or the present? There is an estimated 
deficit of $24,000,000 in the current year and $167,000,000 applicable for the 
next fiscal year. 

Mr. Garner. A deficit, you say? 

Secretary Mellon. Yes, sir. 

Mr. Garner. That is based, I understand, Mr. Secretary, upon your estimated 

receipts? 

Secretary Mellon. Yes. 

Mr. Garner. And the estimated expenditures, based upon the estmiate sent 
to the Congress by the President or the Bureau of the Budget? 

Secretary Mellon: Yes ; and the letter also takes into consideration what has 
developed since the Budget. There are some expenditures that are detailed 
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liere which were not tnkeu into consideration in the Budget, but that is the 
basis of the estimate. 

Mr. Gabneb. Wliat expenditures are those, Mr. Secretary ? 

Secretary Mellon. Well, they would be in addition to the deficit of $167,- 
000,000. These figures make no allowance for expenditures not covered by 
the Budget, as, for example, $50,000,000 already requested for the United States 
Shipping Board; $7,000,000 to be spent by the United States Grain Corpora- 
tion. That $7,000,000 was transferred to the Treasury and had been taken 
into account, and then Congress authorized this expenditure for relief of Russia, 
so that makes the $7,000,000. 

Mr. Gabner. And then $50,000,000, Mr. Secretary, has already been carried, 
as I understand, in the present bill Just passed in the House yesterday and 
went to the Senate, so that that would make a total of $225,000,000 deficit in 
the next fiscal year? 

Mr. Mellon. Yes. Then, there is the expenditure of $5,000,000 to be paid in 
1923 under the treaty with Colombia, which was not included before. And then 
there is a possible additional $50,000,000 relating to the compensation to Gov- 
ernment employees, which may be required. 

Mr. Gabneb. That is in the form of the continuance of bonuses during the 
next fiscal year to take the place of the reclassification? 

Secretary Mellon. Now, that does not take intd consideration, therefore, the 
contingent amount of $50,000,000. 

Mr. Gabneb. Well, take all of those contingencies as estimated, what would 
be the total deficit for the year 1023? 

Secretary Mellon. Well, it would run pretty well up to 

Mr. Oldfield (interposing). It would run up around $300,000,000. 

Secretaiy Mellon. It would run to about $300,000,000, but perhaps it is not 
all going to materialize. 

Mr. Gabneb. I understand that, but here is what I want to ask you, Mr. Sec- 
retary: As I understand, under the law the Treasury Department or the Bu- 
reau of the Budget or the President, when there is an estimated deficit, is re- 
quired to convey that information to the Congress and recommend methods of 
meeting that deficit? 

Secretary Mellon. Yes. 

Mr. Gabneb. It is my understanding, Mr. Secretary, that you are to suggest 
methods of meeting any given deficit, whether it be for a soldiers* bonus or 
whether it be $300,000,000 expenses. Now, I believe that the taxes that you 
recommend, the Increase of the first and second class postage, the documentary 
stamps, $25,000,000 or $30,000,000 from tobacco— and now what others? I 
do not recall. 

Secretary Meixon. Well, there were a number of other subjects for taxation, 
but it was not that way. The Treasury does not recommend those taxes, but 
if there is to be an emergency and the money must be obtained, that seems the 
most practicable or feasible way of raising the money. 

Mr. Gabneb. Well, what additional taxes have you enumerated or would you 
enumerate? 

Secretary Mellon. But you understand with regard to these deficits I speak 
of, we will have to meet them when they arise. It is possible that they will 
not arise and we can not go into the question — it w^ould not seem logical to be 
recommending taxes now for something that might not arise. 

Mr. Gabneb. Well, Mr. Secretary, the law says that if Congress appropriates 
for the fiscal year more money than you estimate will be received by the 
Treasury, it is the duty of the President to recommend methods of getting the 
money. I am merely saying now that so far as the present indications are 
concerned, the probabilities are that there will be a deficit, and I am merely 
trying to get you to tell Congress what you will probably recommend in case 
of such a deficit. 

, Secretary Mellon. But the point I am making is that that question should 
be met when it arises, because it might be that any recommendation which 
would be made now might not be the recommendation which would be made 
when the actual emergency exists. 

Mr. Gabneb. Then, as I understand you, Mr. Secretary, in the consideration 
of the bonus bill, it might be well to pass the bonus bill without providing 
any method for raising the money, and then when it is necessary to meet it, we 
should consider the method by which we should get the money. 

Secretary Melix>n. Now, if you pass the bonus bill, then there will be a 
necessity. 
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Mr. Gabneb. Well, but the necessity is not then in existence any more than 
if we make appropriations for more money than we expect to have in the 
Treasury. 

The Chaibman. Wliat you mean is that if a law is passed, if we pass a law 
providing a bonus, that we will be required to pass a law to raise the money 
to pay the bonus, and that we should make provision to take care of that at the 
proper time. 

Secretary Meij/)n. Yes; exactly. 

The Chaibman. I understand it so. 

Mr. Gabneb. Mr. Secretary, the revenue you speak of up to date would 
amount to how much; the suggested revenue, the possible method of raising 
revenue would amount to how much? 

Mr. Mellon. You mean that which under the law as it now provides — it is 

The Chaibman (interposing). I think, Mr. Secretary, that you misunderstand 
Mr. Garner. What he had in mind is the suggested methods of raising revenue, 
what that would amount to. 

Mr. Gabneb. Yes; what will they produce? 

Secretary Mellon. It all depends on what you can take, each yields a certain 
amount of revenue 

Mr. Gabneb (Interposing). Well, take for instance — I believe that you said 
that $25,000,0(X) or $30,000,000 could be raised on tobacco. There is a limit 
as to where you can go on tobacco, is there not? 

Secretary Mellon. Yes; I think that is high. What is the basis of the 
present tax on cigarettes? 

Mr. Gabneb. The tax is based on the weight of them. 

Secretary Mellon. Yes. 

Mr. Gabneb. The main revenue you get is from $5 a thousand, but now, 
referring to first and second class mail. I take it that on first-class mail you 
would not raise the postage more than 1 cent? 

Secretary Mellon. One cent. 

Mr. Gabneb. And on the second-class mail you would not raise that postage 
more than the cost of handling the mail itself; the second-class mail? 

Secretary Mellon. No. 

Mr. Gabneb. That would give you, as I recall, approximately $130,000,000? 

Secretary Mellon. No; not so much. 

Mr. Gabneb. I believe that the deficit in second-class mail is between sixty 
and seventy million dollars per annum, and 1 ceht on first-class mail will 
give you — I think that the first-class postage amounts to about $140,000. 

Secretary Mellon. One cent on first class would provide $70,000,000. 

Mr. Gabneb. Seventy million? 

Secretary Mellon'. Yes, sir. 

Mr. Gabneb. Well, I think that the deficit in carrying the second-class mail 
is something like $70,000,000. 

Secretary Mellon. The increase on all other mail would probably amount to 
$30,000,000, which would make a total of $100,000,000. 

Mr. Gabneb. Then, on tobacco, what is it that you say that would bring 
under the tax you suggest? 

Secretary Mellon. I think — now, I do not want it understood that I am here 
recommending these taxes. I am only pointing out what 

Mr. Gabneb (interposing). Where we can get the revenue, I understand. 

Mr. Mellon. Where, if it is necessary, the revenue may be gotten. 

Mr. Oldfield. Mr. Secretary, you are not recommending the soldiers* bonus, 
either, are you? 

Secretary Mellon. No ; no. Now, there can be an increase in the documentary 
stamp tax — that is, the transfer of securities and conveyances, etc. — ^which 
could be borne without any great hardship. That could be made to provide 
$40,000,000. 

Mr. Gabneb. An increase in the documentary stamps? 

Mr. Mellon. Yes ; and the same applies to the transfer of securities. Thefe 
is a small percentage on that now, and that could be increased, just as we are 
speaking of the first-class postage. There might be placed there an additional 
percentage which would not be too disturbing. All told, it would provide about 
$40,000,000. 

Mr. Copley. What is that on? 

Mr. Gabneb. Documentary stamps. 

Secretary Mellon. That is on conveyances and the transfer of stocks, etc. 
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The Chairman. Mr. Secretary, I would like to ask you something about tlie 
bond tax. I want to offer a suggestion. 

Mr. Gabneb. I wish that we could have the Secretary complete his state- 
ment as to his suggestions as to the methods from which we can get the 
revenue. 

The Chairman. I want to say, Mr. Secretary, that when we pass the bonus 
here that it has been suggested that we could palce a tax on the exchange of 
stocks and bonds. 

Secretary Mellon. Yes. 

The Chairman. One that will amount to or be equal to the percentage which 
Is charged by the bond broker of one-eig:hth or one-tenth of 1 per cent on bond 
transfers, which it is estimated will yield $200,000,000 a year? 

Secretary Mellon. I think that that would be an excessive tax which would 
be harmful. It is not desirable to put on a tax which will be an obstacle to 
the free exchange of securities. That is very necessary to the country, to 
have as much freedom as possible there and a tax should not be more than 
can be conveniently borne. 

Mr. Frear. Well, that is the sort of a bill that was up in the House. 

The Chairman. It was estimated, Mr. Secretary, by the Treasury Depart- 
ment that the eighth antl tenth of 1 per cent on transfers would produce some- 
thing like that. 

Secretary Mellon. I think that that would be an extreme tax which would 
be harmful. 

Mr. Frear. The House passed the bill. 

Secretary Mellon. They did. 

Mr. Frear. Yes. 

Mr. Copley. What do you think that source of revenue could stand, Mr. 
Secretary? 

Secretary Mellon. Well, I do not think that it should stand more than the 
estimates which we have made. We have gone over the present tax, the 
revenue received from the tax, and we have gone over the items, and the in- 
crease which seemed to be going as far as we should go, would, provide an 
additional tax of $40,000,000 through increased documentary stamp taxes. I 
think that to go further than that would be harmful. 

The Chairman. Would that include the documentary stamp tax upon real 
estate transfers, Mr. Secretary? 

Secretary Mellon. Yes; there is a tax there now, and it would be somewhat 
of an increase in that. 

Mr. Copley. Mr. Secretary, is that a list of the taxes which you recom- 
mend? 

Secretary Mellon. I am not recommending any of these taxes. I want that 
understood. 

Mr. Garner. I have some questions that I would like to ask. I would like 
for the Secretary to get through. I want him to get through with the enumer- 
ation of the taxes that he suggests the revenue can be had from. 

The Chairman. The committee will not allow the Secretary to get through. 
He will get through if they will stop asking him questions. 

Mr. Garner. You are the one that interrupted. 

Secretary Mellon. There is a tax on cigarettes spoken of, and the suggested 
Increase on cigarettes was 50 cents per thousand, which would produce $25,- 
000,000, and then on smoking and chewing tobacco, 2 cents per pound would pro- 
duce $5,000,000. * 

Now, that was arrived at on the theory of going to the extent which would not 
reduce the consumption and reduce the revenue in that way, that is to say ; or 
you minght say, what the industry would bear — what the traffic would bear. 

Now, that was the estimatte. 

Mr. Frear. Are you through, Mr. Garner? 

Mr. Garner. I will be through in a minute. 

Secretary Mellon. Now, there could be a tax on bank checks, which does not 
seem to be popular, but it is practicable, and that would produce $30,000,000 
under the depressed conditions of trade. 

Mr. Garner. Is that a tax of 1 cent per check? 

Secretary Mellon. One cent, I think. It might be made 2 cents per check. 

Mr. Garner. Two cents per check? You do not suggest a graduated tax? 

Secretary Mellon. No ; a graduated tax would be a very difficult tax of appli- 
cation, and in some instances would work badly, because there are a great many 
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places where the purpose^ of tVie bearing of that tax if it were graduated it might 
be very harmful if it were applied to some transactions, but a tax, a uniform 
tax on every check is workable. It has been in effect before and it worked 
satisfactorily. 

Mr. Gabneb. Well, do you believe, though, Mr. Secretary, outside of that 
question it is an equitable tax — ^a graduated tax on checks? 

Secretary Mellon. Oh, if it could be made equitable; but it would be very 
difficult to make the graduation equitable, to make that tax equitable. 

Mr. Gabneb. You think, then, that the difficulty would be in the administration 
of the law rather than in the theory of it? 

Secretary Mellon. Yes. 

Mr. Gabneb. If it could be administered you would favor the theory of a 
graduated check tax? 

Secretary Mellon. W«11, I think that revenue could be obtained from in- 
dustry generally by a better method than that by some of these other means. 

Mr. Gabneb. Does it seem to you that it is exactly fair to charge 2 cents for 
checking out $1 as compared with a charge of 2 cents for checking out |1,000,000? 

Secretary Mellon. It would not be an obstacle at all to the transaction, a 2- 
cent tax, but I think that if you make it a graduated tax it would be inequitable. 

Mr. Gabneb. Well, 2 cents on $1 is quite some tax, I think. 

Secretary Mellon. Two cents on $1? 

Mr. Gabneb. Two cents on $1. 

Secretary Mellon. Well, it is very seldom that a check for $1 is Issued. They 
are generally bigger. 

Mr. Gabneb. It might not be in your territory, Mr. Secretary, but in my ter- 
ritory there are quite a number of checks issued for $1. 

Secretary ' Mellon. Generally speaking, a flat tax is practical, but if you 
make a graduated tax on larger amounts — now, there are checks made for 
considerable amounts for, say, a very slight compensation to some one in the 
way of a commission, or something of that kind, where the commission is very 
slight and that tax would work very inequitably in that way. 

Mr. Fbeab. Well, Mr. Chairman, there are so many questions, large ques- 
tions, with regard to the methods of raising taxes to meet this bonus that I 
think that we can not get through with the hearing if Mr. Garner starts in 
on that. 

Mr. Gabneb. If the committee will get down to it, I do not know how much 
more the Secretary has got to say along this line, but I would like to get 
down to the subject matter and I have one more question that I want to ask, 
then you can take the witness and keep him all day if you want him. 

The Chaibman. He is answering that now. 

Secretary Mellon. You can keep on in this manner taking in additional 
articles, making them subject to tax and you can go on until you cover the' 
whole field and have a general tax by doing it. It would be, of course, a sales 
tax limited to the particular articles. You could carry it on to sugar, tea, and 
coffee and articles of all kinds. 

Mr. Gabneb. Do you favor that kind of a tax, Mr. Secretary? 

Secretary Mellon. Well, if there is a necessity to raise this money, I think 
that the practical way to do is to select enough articles which, at a low^ per- 
centage, at a rate which will not be detrimental to business, will raise the 
money. This is the practical way, because if you go into the question of a gen- 
eral sales tax, in theory it is all right, but it is a very difficult proposition to 
work out equitably. 

A general sales tax would mean, for instance, in the whole country there 
would be difficulty in the way of getting the returns. There would be, I should 
say, at least one million returns. It is not exactly like the income tax, which 
is paid once a year or divided up into payments the amount fixed to come due 
during the course of the year, but a general sales tax would constitute a thing, 
so far as we have been able to examine into the question, the administration of 
which, in the first place, would be difficult to work out equitably. 

Then, the administration of it would be a problem of very great magnitude. 
And with the limited facilities that are in existence now as to space and all of 
that, it would be a very difficult situation to meet. 

It would take an entirely new unit, its size would depend, I should say, on 
the kind of tax. But a general sales tax, supposing that there is a law passed 
and we have to meet it, it would take at least — it is hard to tell — ^but I should 
say around two thousand additional employees. 

Now, where are we going to put them? We are crowded now. It is really 
shameful the way our people are packed in some of these very poorly equipped 



soldiers' adjusted compensation. 83 

buildings that are, some of them, not fireproof, and some Are not very 
sanitary, and all of that, and I think that we are absolutely at the limit. We 
are occupying quite a number of buildings— I mean that we are scattered a 
great deal, which makes the administration expensive. 

Now, if on top of that there is to be an additional unit to take care of a com- 
prehensive general new scheme of taxation, to provide the space and to provide 
the organization and equipment for that, that is a serious proposition. It is not a 
plain thing to contemplate. 

Mr. Bachabach. Mr. Secretary, your own State of Pennsylvania has a general 
sales tax, has it not? 

Secretary Mellon. No. 

Mr. Bachabach. It has a tax on merchandise. 

Secretary Mellon. That is a license tax. 

Mr. Bachabach. It is a tax of one-twentieth of 1 per cent on wliolesale and 
one-tenth of 1 per cent on retail. 

Secretary Mellon. That is a new tax. 

Mj\ Bachabach. Oh, no ; it has been in existence for a great many years. I 
will give you the information in a moment. 

You also have a gasoline tax, that is a new tax. 

Secretary Mellon. The gasoline tax is a new tax. 

Mr. Gabneb. What other taxes, Mr. Secretary, would you suggest that we 
could get revenue from in addition to those that you have enumerated there? 

Secretary Mellon. There is, for instance — ^well, there is a license tax based on 
the horsepower of automobiles that was mentioned at the former time of 50 
cents a horsepower. I believe that was one which would produce about $100,- 
000,000. It depends, of course, on the rate. Twenty-five cents per horsepower 
would produce $50,000,000. I would think that 25 cents would be as much as it 
should be, because of the unfavorable consequences of any of these taxes becom- 
ing too severe from an excessive rate; that is, if you put the burden too high 
on any one place it will either affect the yield unfavorably or work unfavorably. 

Mr. Gabneb. What other additional taxes can you enumerate, Mr. Secretary? 

Secretary Mellon. Well, I am not recommending these taxes. They are taxes 
through which you could raise revenue. 

Mr. Gabneb. Well, are there others, which you have, that have come to your 
mind? 

Secretary Mellon. Well, you understand when I was asked to come here, there 
was not anything very definite as to what you wanted. Those are methods by 
which you can raise taxes. 

Mr. Gabneb. We understand that. 

Secretary Mellon. There are some more. If I were making recommendations, 
there are some of these that I would not recommend at all. I would rather go 
further and select something else, and I had not prepared anything to say as 
there was nothing tangible or definite suggested. If we were to need a certain 
amount of revenue we would select those particular items which we thought 
were the most able to stand taxation. But, for instance, you can go on and put 
a tax on coffee or tea, or chocolate, or cocoa, or sugar. For instance, if you 
would take sugar, you can 

Mr. Gabneb (interposing). Well, Mr. Secretary, have you tlie list that you 
speak of now on that paper you have in your hand? 

Secretary Mellon. Yes ; although I did not really prepare it for putting it in. 
It is just a sort of a memorandum. 

Mr. Gabneb. Well, you might put that memorandum in the record, so that we 
could have the benefit of it. 

Secretary Mellon. Would it be all right to go over this and then put it in 
the record? 

Mr. Gabneb. Yes ; just as you like. 

Secretary Mellon. There are a good many things, but I would like to go 
over the list. 

Mr. Gabneb. Certainly, Mr. Secretary, you can prepare it as you may see 
proper. 

Now, Mr. Secretary, as you have enumerated the different articles that 
Congress can get the money from, is there any reason for treating the obli- 
gation, or any obligation made under this bill, any different from any other 
obligation of the Government? 

For instance, there has been a bill which recently passed the House, this 
week, that went to the Senate for $50,000,000 for the Shipping Board for 
settlement of certain obligations. 
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Secretary Mellon. Yes. 

Mr. Garner. Now, do you know of any reason why the soldiers* bonns should 
be treated in a different manner than ordinary obligations of the Grovemment? 
Secretary Mellon. No. If Congress enacts the bonus bill, it has to be met, 
and it is exactly the same as any other obligation, whatever the bill is. 

Mr. Garner. I agree with you. Now, then, if Congress enacts the bonus 
l^LSlation or any other legislation, such as $50,000,000 for the Shipping Board 
or $500,000,000 for the railroads, why, it is an obligation against the Govern- 
ment. 

Secretary Mellon. Yes. 

Mr. Garner. When we find ourselves with a deficit, why you can come to 
Congress and ask for revenue to pay these debts, so I see no reason why we 
should treat the bonus any differently than any other obligation of the 
Government. 

Secretary Mellon. Certainly not. 

Mr. Garner. I am glad to hear you say so. And if I may say in connection 
with Mr. Collier's suggestion to you, if we put a provision in this bill, that 
the revenue derived from the interest on foreign debts is to apply to this 
particular legislation and there is a failure to get sufficient revenue, you 
would have to issue certificates of indebtedness under the second Liberty 
loan act, or you might authorize the selling of the foreign bonds either with or 
without this Government indorsing the bonds, but you would not agree to 
that, would you? • 
Secretary Meixon. I do not believe that I quite understand you. 
Mr. Garner. Well, suppose this bill carried a provision that required that 
the interest derived from foreign bonds be applied to the payment of this 
obligation. If you did not collect sufficient interest from this foreign obliga- 
tion, then certificates of indebtedness would have to be issued ? 
Secretary Mellon. Yes. 

Mr. Garner. Just a moment. At the discretion of the Secretary of the 
Treasury, or the President, or the sale of foreign bonds either with or without 
the indorsement of the United States? 

Secretary Mellon. Yes. But the difficulty with the issuance of certificates 
is, of course, that tliough certificates of indebtedness can be issued, you must 
realize that the present floating debt is unwieldy. It is an enormous amount. 
There is more than six and one-half billion dollars of debt coming due in less 
than a year and a half, within 16 months; there is thus over six and one-half 
billion of dollars of floating debt. 

We have just now put out six hundred million, or a sale of $600,000,000 in 
notes of the Treasury, of which $400,000,000 is received in cash to meet matur- 
ing obligations, and we are receiving in exchange two hundred million Victory 
notes, which are coming due within that period. 
Mr. Copley. What length of time do they run? 
Mr. Prear. Three years. 
Secretarj' Mellon. Yes. 

Mr. Frear. Three jeai*s, and they have been oversubscribed nearlv $1,000,- 
000,000. • 

Secretary Mellon. Yes; although that is not a very clear indication, the 
question of oversubscription. It does not mean that there is that much money 
waiting for investment at all. It merely means this, that when we announce 
that there is to be a sale of short-time certificates and Treasury notes, the 
banks chiefly, but the people who have been distributing them and taking them, 
have been putting in larger application than they want simply because of the 
fact that they found in the beginning and up until this time that at any period 
they have not been able to secure the full amount. 

Mr. Frear. Yes. I want to ask you some questions later, but right on that 
point the bonds that were put out by the telephone company in New York 
were $50,000,000, oversubscril^ed for $450,000,000. 
Secretary Mellon. Yes. 

Mr. Frear. Which is evidence right along the same line that there is plenty 
of money to go into these various securities, apparently. 

Secretary Metxon. Although that oversubscription disappears very abruptly 
sometimes, for the reason that as I say that it is a custom with the banking 
houses or concerns wanting them, if they want a certain amount, to subscribe 
double the amount to he sure and get what they want. 

Mr. Garner. Now, Mr. Secretary, what is the rate of interest that these three- 
year certificates bear? 
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Secretary Melix>n. Those are Treasury notes, which bear 4| i>er cent. 

Mr. Bachakach. Now Mr. Secretary 

The Chairman (inten)08in^). I just want to ask one question. What is the 
length of time those securities run that you are now offering for sale? 

Secretary, Mellon. They run very slightly over three years. They are made 
to come due in 1925, on the quarterly tax date in the middle of March. They 
^were made payable on the quarterly tax date because it was convenient for 
some people to use the money that they get from the investment to meet their 
tii:<^es, and that means more demand for them. 

Mr. Copley. They bear 4} per cent? 

Secretary Mellon. Yes. 

Mr. Freak. How long does the Secretary expect to be before the committee? 

The Chairman. Well, I do not know. I have no idea what is in the minds 
of the committee, or what questions you want to ask him. 

Mr. Frear. Well, there is a very important line of questions in regard to this 
bonus proposition that I want to take up. I do not want to interfere at this 
time, although as 1 say I would like to be given an opportunity when the time 
comes to ask some .questions, if he is to be here for some length of time. 

The Chairman. Well, I hope that we will not keep the Secretary very long. 

Mr. Frear. I think that this is a very important question. 

The Chairman. It is ; but it is the purpose of the committee to be brief. 

Mr. Bacharach. Mr. Chairman, I made a statement that Pennsylvania had 
a sales tax, and I find that the tax was enacted under the law of 1899, and that 
there has been in effect ever since a tax on retail sales of $1 for every thousand 
dollars sales, and a wholesale tax of 50 cents for every thousand dollars. 

Secretary Mellon. That is not a sales tax. 

Mr. Bacharach. It is called a sales tax. 

Secretary Mellon. Well, that is more of a license tax. 

Mr. Bacharach. No ; it is retail sales tax and a wholesale sales tax. There 
is a license fee of $2.50 for the State for wholesalers and $3.50 for retailers. 

Secretary Mellon. Yes; but that is essentially a license tax. 

Mr. Bacharach. No ; that is not a license tax, but it is a retail and wholesale 
sales tax in the State of Pennsylvania. 

Secretary Mellon. . Well, it is a tax on volume of sales, but not on articles. 

Mr. Bacharach. All I know is that the law is called a sales tax. 

Secratary Mellon. Yes ; but it is not. 

Mr. Bacharach. I do not know what else you would call it. If a man takes 
in a thousand dollars he has to pay $1, and if he takes in $100,000 he would 
have to pay a tax of $100. 

Secretary Mellon. That is a tax on the volume of sales of business done 
instead of being a tax on business itself. It is a tax on the volume of business 
and is not a tax on articles. 

Mr. Bacharach. That is exactly what it is — income from volume of busi- 
ness. Of course, that is sales tax, in my judgment. I just wante<l to put this 
in the record, that the State is now receiving over $1,000,000 per year, received 
over $1,000,000 in the year 1920, from just such a sales tax. That is all that I 
wanted to say. 

Mr. Frear. Mr. Secretary, I want to inquire along the line of this soldier- 
bonus legislation, and if I may, I would like to ask you a number of question. 
I have a statement here that I took from a paper in my own district this 
morning, the headlines of which state : " Mellon opposes soldier bonus." 

Next, " $850,000,000 is amount to be collected in two years." 

Now, I take it that we are going to put over the soldier bonus bill, and there 
is no contention there, and that there is no desire on the part of the department 
to influence Congress, and that if Congress enacts this legislation that you 
would make the proper suggestions as to the proper source of revenue. That 
is true, is it not? 

Secretary Mellon. Well, of course, it is not the business of the department 
to say that the soldier bonus is not to be paid. 

Mr. Frear. I take it that it is a legislative function, purely, which is facing 

Congress. 

Secretarv I^ellon Yes sir. 

Mr. Frear. Now, the $850,000,000, that is the next Important item. How 
much of that are we going to raise during the next two years? I take it that 
that is according to your statement? 

Secretary Micllon. Yes. 
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Mr. Fbeab. Now, what is the basis of your estimate for $850,000,000; how 
did you arrive at that? 

Secretary Mellon. That is on the basis that about half of the recipients will 
elect to take the cash bonuses rather than the other. 

Mr. Freae. Well, now, you have seen the statement of the Finance Com- 
mittee, which is a unanimous statement, where they say in regard to this same 
proposition that the greatest amount due any one year prior to 1943 will not 
exceed $2,000,000. Now, that estimate is an estimate that is undoubtedly based 
on information received from the Treasury officials here? 

Mr. Long WORTH. And the estimate is based upon 80 per cent? 

Mr. Fbeab. It is 80 per cent. 

Secretary Mellon. It is, of course, speculative. No one can tell. 

Mr. Fbeab. So, we will admit now, for the purpose of illustration, that it is 
going to be $450,000,000 or $425,000,000. That is according to your suggestion. 

Now, in the soldier bonus bill, to which Mr. Fordney referred — ^H. R. 14089 — 
we provide in that various methods of raising the revenue. 

Now, take up the tax, the first one on stocks and bonds. On each $10 or 
fraction thereof there is to be 2 cents for each transfer, and 2 cents on the 
excess of the face value. Where without face value the tax is 20 cents on each 
share, or if in excess of $100 2 cents on each $10 or fraction thereof. 

Now, on that what amount can be raised annually? Now, we are leaving out 
of the question whether it is advisable or not. 

Secretary Mellon. I understand, but I can not answer that just yet without 
going into the question. 

Mr. Fbeab. Will you put it into the record? 

Secretary Mellon. There is a tax already there. We are already collecting 
a tax on that. 

Now, the amount here would he plus that which is already being collected. 

Mr. Fbeab. Well, that tax, you mean, has been imposed since the passage of 
this bill? 

Secretary Mellon. Oh, no ; it was on during that time. 

Mr. Fbeab. Well, I understand, but notwithstanding that, when we were con- 
sidering the bonus bill we enacted this additional provision. 

Now, will you have the tax officials in your department state what amount 
could be raised provided this is retained, in the judgment of the Members of 
Congress? 

Secretary Mellon. If you desire, I will take that bill and make you a report 
on it. 

Mr. Fbeab. That is, what can be raised annually? 

Secretary Mellon. Exactly. 

Mr. Fbeab. Now, the next point was the produce-exchange tax. On that tax 
2 cents — there is a tax of 2 cents on each $10. Will you do the same with each 

of these? 

Secretary Mellon. With all of the items in the bill? 

Mr. Fbeab. The next is the real estate tax. 

Secretary Mellon. Yes. 

Mr. Fbeab. Now the next item; we increased the normal income tax 4 per 
cent and 8 per cent ratio to 6 and 12 per cent. 

Now, on this normal income tax the estimate of your predecessor, or, rather, 
by Secretary Houston, who made the recommendation in his report, additional 
tax to be raised was $150,000,000, which could be raised by this method in 
1920. Now, what is the objection for a brief period of, say, two years of raising 
that normal tax on income which would raise $150,000,000? 

Secretary Mellon. Well, if those figures state that, that can be done. It is 
only 

Mr. Fbeab (interposing). That is a question of policy purely. 

Secretary Mellon. It is a question of policy entirely. I had not estimated 

on that. 

Mr. Fbeab. This is a report showing $150,000,000? 

Secretary Mellon. Yes. 

Mr. Fbeab. If this is not correct, you may correct that 

Secretary Mellon. Exactly. It would probably yield about $100,000,000. 

Mr. Fbeab. Now, what would be the objection, as this is a matter 'of policy, 

to that? 

Secretary Mellon. It is only the general objection that those are too excessive 

rates ; that is, to a large percentage. 
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Mr. FsEAB. If a permanent tax, of course, that would be true, but where it 
is only to be enforced for a couple of years, and in view of the purpose for 
which it is to be used do you think that the country would accept this, knowing 
that $150,000,000 could be raised out of income taxes? 

Secretary Mellon. Well, I suppose the country would be obliged to accept 
it, but for peace times it would make an onerous tax on incomes. 

Mr. Fb£Ab. Well, but we have reduced the surtaxes on income on the higher 
rates. What rate does Great Britain have to-day? Is it not very much higher 
than that? 

Secretary Mexlon. The normal tax rate is higher in Great Britain. 

Mr. Fbeae. It is 30 per cent. I think it is 30 per cent, so this would not be,- 
this normal tax of 20 per cent would not be high as compared with Great 
Britain, and in view of the fact that it is to be for a comparatively short time, 
for only two years, I do not think that it would be an onerous tax. That is a 
question of policy for Congress to dispose of. 

Secretary Mellon. Yes. 

The Chairman. Will you permit a suggestion? 

Great Britain's debt Is 40 per cent of her national wealth, while our debt is 
only 7 per cent of our national wealth, and similar conditions do not exist here. 

Mr. Feeer. And Great Britain has already paid her soldiers $140 each, while 
we have only provided $60. So they are apparently more appreciative of their 
soldiers than we have shown evidence of heretofore. 

The undistributed-profits tax of 10 per cent would bring in the neighborhood 
of $300,000,000. That is according to Secretary Houston's report, as near as 
they could determine the undistributed profits. In his report he recommended 
20 per cent, which would bring in $690,000,000. He estimated that on undis- 
tributed-profits tax that' we would get over a period of two years. What 
would be the effect of placing that tax at one-half of the recommendation, at 
10 per ceht, in your judgment, as a matter of policy? 

Secretary Mellon. Any tax which has the effect of retarding th^ recovery of 
business is undesirable. And under the depressed conditions in industry there 
have been, of course, shrinkages in inventory and industry has not been pros- 
perous. 

Mr. Fbeab. Well, that is the condition all over the world, is it not? 

Secretary Mellon. It is; but under those conditions it would be harmful to 
them to add to that situation by putting a burden on that which should go on 
in the way of stimulating production. 

Mr. Frear. W^ell, but we raised $450,000,000, and I am merely suggesting 
means here from reports of your predecessors. 

Mr. Long WORTH. If you will pardon me, I believe that those figures are not 
accurate. Do you think that you can estimate that 10 per cent would raise 
that amount of money? 

Now, what were the total incomes of corporations last year, if you know? 

Secretary Mellen. I do not think with the change in industry that we would 
raise that much money. 

Mr. LoNGwoRTH. Why, the income, I think, in 1918, was $9,000,000,000. Now, 
assuming that two-thirds of that was paid in dividends, that would leave 
$3,000,000,000 that we will say was kept as a surplus. 

Now, 10 per cent of that would only produce $300,000,000. That, I think, is 
a high estimate. 

Mr. Frear. But here is the situation. The increased corporation tax would 
only bring in $100,000,000 according to the estimates, and then the additional 
revenue received from the income of individuals would bring the remainder 
up, you understand. 

Now, there is 50 cents recommended on each horsepower of automobiles, 
which would bring in $100,000,000. Do you think that those figures are accu- 
rate, in your judgment? 

Secretary Mellon. I think that they are approximately correct, based on 
the records, but 50 cents a horsepower is a heavy tax. Twenty-five cents would 
be, I think, more desirable — ^that is, it would be more desirable to keep. 

Mr. Frear. Well, of course, it would be heavy if it were not for a special 
purpose. Another suggestion has been that the tax on automobiles be based 
on the weight, as is the case in- Oregon, where it is 40 cents per hundredwught. 
What objection is there to a tax along that line? That would produce jibout 
the same, I should think. 

Secretary Mellon. I think a tax on the power of automobiles is a mot* logi- 
cal tax. 
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Mr. Prear. Well, is not the tax on the weight of automobiles the proper tax? 
Now, the Government — I am not arguing, but I just want to speak out about 
that — the Government is spending $100,000,000 for the purpose of building 
roads and the States and counties are spending a good deal more. 

Now, those highways are worn out by the he^vy truck traflSc, and the basis 
of the Oregon law is upon. the weight. 

Secretary Mellon. That is very true, but those heavy trucks have to have 
high horsepower. 

Mr. Fbeab. Yes. 

Secretary Mellon. And you get the same thing. Now, I know of one com- 
pany to-day which has gone into the manufacture of aluminum automobiles, 
and they are going to make a high-priced car. They have not commenced to 
sell them yet; as a matter of fact, they have not commenced to make them; 
but suppose that that business developed, you will have a high-priced car at 
an extremely low tax. 

Mr. Fkbab. Well, but then, would not the high-price car be lighter and con- 
sequently wear less on the roads? 

Secretary Mellon. That is very true. 

Mr. Fbear. And, of course, that is the great trouble to-day with these high- 
grade, high-powered cars! 

Secretary Mellon. But I think that the power of the automobiles is as mifch 
a wear on the road as weight. 

Mr. Fbeab. Then, you believe that the power is the better basis upon which 
to put a tax than the weight? 

Secretary Mellon. I do. 

Mr. Fbeab. The next item that we have here is on cigarettes, not more than 3 
cents per thousand. That would be $70,000,000. Now, what are your objec- 
tions, if any, to that tax? 

Secretary Mellon. As I said before, up to a certain amount, I regard that 
as practicable. 

Mr. Fbeab. Some of the members of the committee that smoke cigarettes 
think that that is a good tax. I should say that on an average the person will 
be willing to pay on that. 

Secretary Mellon. I think, generally, that a tax such as that is the most 
lodcal to consider 

Mr. Fbeab. Well, that would add $70,000,000. You believe that that would be 
proper? 

Secretary Mellon. No; I do not think that an additional revenue of $70,- 
000,000 would be strictly equitable. It is a question whether it can be done 

Mr. Fbeab (interposing). That is the estimate we had before. This is an. 
estimate that was communicated by your predecessor, Mr. Houston. 

Secretary Mellon. Yes. 

Mr. Fbeab. Of course, money is raised now, on cigarettes, in the revenue bilL 
Would that interfere with this bill? 

Mr. LoNGWOBTH. The consumption of cigarettes has steadily risen, notwith- 
standing the tax ; the consumption has not gone down. 

Mr. Fbeab. Yes; we could put this on cigarettes especially, I think. 

Mr. Gbeen. The question has been raised as to whether there could be very 
much revenue raised by an additional tax on cigars. 

Mr. Fbeab. No; I mean cigarettes. 

Mr. Bachabach. Mr. Frear, I want to ask with regard to gasoline. 

Mr. Fbeab. I am about to ask about gasoline, which is the next item. 

Mr. Bachabach. Go ahead. 

Mr. Fbeab. The next is a proposed tax of 2 cents per gallon on gasoline, 
which it is estimated will bring in $90,000. Now, what objection is there, if 
any, to that tax? 

The Chaibman. Well, are you recommending those taxes or not? 

Secretary Mellon. I am not recommending them, but I am giving their esti- 
mated yields as near as I can. 

Mr. Fbeab. Your best judgment. 

The Chaibman. The questions if answered directly would be a recommenda- 
tion. 

Mr. Fbeab. No; I said "What objection?" 

Secretary Mellon. I am giving my statjement as to whether they are prac- 
tical, and stating that certain amounts of money from each of these could be 
raised, and stating the ones that might be less harmful than others. 

Mr. Fbeab. That is the idea, exactly. 
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Secretary Mellon. Now, when it comes to gasoline, that is practical to a 
certain extent. You can not put a tax on gasoline itself without providing for 
the definition of gasoline. 

In other words, gasoline Is a very broad term, and describes a very large 
class. 

Mr. Fbsar. That would have to be specified in the definition. 
Secretary Mellon. There are several classes of naphtha which go into the 
making of soap, and others that go into a great many articles of trade, etc., 
and tJiey are not what people think of as gasoline, but at the refinery they are 
the same thing ; they come from the distillation of the petroleum. 

Mr. Fbeab. Could that not be covered in law by a special definition? 

Secretary Mellon. Yes; it has been done in Pennsylvania. A tax was put 
on the use of gasoline for the gas engine, whether its use was in the automobile 
or in the truck or for such purposes. 
Mr. Fbeab. For this purpose, Mr. 

Mr. Bachabach (interposing). Mr. Frear, I have got a report here from Mr. 
McCoy, a statistician in the Treasury Depatment, who has made an estimate 
that it would bring in $80,000,000 for each cent. That would be $160,000,000 
at least, according to his estimate. 

Mr. Frear. And 3 cents would be $240,000,000, according to that, Mr. Bacha- 
rgch. 

Secretary Mellon. Mr. McCoy has revised that estimate. It is too high. 
The gasoline which you might tax, and be able to administer the tax without 
going into the difiiculties of taxing, that which would bear the rate on some 
of these, for instance, these heavy gravity gasolines, sell at a very low price, 
and it would not be equitable to charge the same rate of taxes. 

Mr. Fbeab. Will you, in your answer, Mr. Secretary, please put in the 
amounts — that is, the profitable amounts, together with the definition of them? 

Secretary Mellon. I should say that there are about 5,000,000,000 gallons of 
gasoline consumed a year that might be taxed, and 1 cent on a gallon would be 
$50,000,000. 

Now, whether the consumption of gasoline would be retarded or reduced I 
do not know. 

Mr. Fbeab. That is the last of these other propositions? 

Mr. Bachabach. The law in 11 States now taxes gasoline for road purposes 
and other purposes, showing that they think at least that it is a fair tax. 

Secretary Melon. For instance, if a State places a tax on gasoline, and there 
is a tax on gasoline placed by the Federal Government, you will have to take 
into consideration and you will have to consider the effect on the use of the 
article with all of those taxes added together. 

Mr. Bachabach. There are 37 other States that probably might be consider- 
ing a tax on gasoline, and if we put a tax on here they probably will not put 
it on. 

Mr. Fbeab. The next item is adm'ssion to theaters of 10 per cent, which these 
estimates show will produce $70,000,000. Now, what objection is there to put- 
ting a tax on the admission to a theater, which is purely a luxury to-day? 

Secretary Mellon. Well, that can be done. The objection comes generally 
from the 

Mr. Fbeab (Interposing. The theater men — from the theater people; that is, 
the owners of the theaters? 

Secretary Mellon. Yes. 

Mr. Fbeab. But what object on is there to putting a tax on a man who pays 
$5 for a seat in the Metropolian Theater— or these actors that get $500,000 a 
year salary, why not put a tax on those who go into the theater so that it 
will reduce their proportionate amount and put it on a more equitable basis? 

Mr. LoNQWOBTH. You already have a 10 per cent tax. 

Mr. Fbeab. Yes. Why not make it 20 per cent— 10 per cent more? 

The Chaibman. Why not make it prohibitive altogether and then thre would 
be no danger of people getting killed by roofs falling in? 

Mr. Fbeab. I do not know but what the chairman has made a very good 
sufiTfirestlon. 

That would make, according to the estimate of your predecessor, $70,000,000. 

Secretary Mellon. Yes. 

Mr. Fbeab. Now, another Item that we could take up would be the excess- 
profits tax for two years. It was estimated by your department— by some one 
in your department— to me several days ago that that would bring in practically 
the same amount as before, $450,000,000 a year. Now, you realize 
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Secretary Mellon (interposing). Are you sure the department has said that? 

Mr. Fseab: No; not the department. From the estimates, though, of Mr. 
McCoy, as I understand, it would amount to $450,000,000 for the next two years, 
in these estimates. Do you think that it is below that? 

Secretary Mellon. Yes. 

Mr. Gbeen. Mr. Chairman, we have a very important matter to come before 
the committee on which the administration desires quick action, with reference 
to the funding bill passed by the Senate, and I move, Mr. Chairman, that, it being 
close to 12 o'clock, we now go into executive session with the Secretary of the 
Treasury to consider that matter. 

(The motion was duly seconded.) 

Mr. Gbeen. And for the benefit of the audience, I will say that that motion 
means, if it prevails, that nobody can be present except the Secretary of the 
Treasury and the members of the committee. 

(The motion prevailed.) 

Mr. Freab. We will take it up where we leave off here this afternoon. 

The Chaibman. Gentlemen, I want to say, before you get out, that we will 
meet again at 2 o'clock. 

(Whereupon at 11.50 o'clock a. m., the committee recessed until 2 o'clock p. m.) 

AFTEB BECESS. 

The committee reconvened pursuant to the taking of the recess, Hon. Joseph 
W. Fordney (chairman) presiding. 

STATEMENT OF HON. ANDREW W. MELLON — Continued. 

The Chaibman. Do you wish to conclude your inquiry? 

Mr. Fbeab. Let me inquire, first, along the lines of the possibilities of raising 
revenue, and I have suggested, thus far, a number of different items which have 
been recommended by former secretaries or were embodied in the last soldiers' 
bill, and there are several others I did want to inquire about, briefly. 

The next we were talking about, just before we adjourned, was the reenact- 
ment of the excess profits tax, and the Secretary advised us that the amount of 
$450,000,000 would be far more than would be realized for the coming year. 
About what amount could be realized from that, Mr. Secretary, or have you any 
figures on that? 

Secretary Mellon. I do not have any figures. It is problematical, and it is a 
very uneven and unjust tax. 

Mr. Fbeab. I am leaving out the question of policy. Will you put in the record 
an estimate of what would be realized for the next year? 

Secretary Mellon. Yes. 

Mr. Fbeab. And I will suggest this for the sake of argument — I do not care to 
question the merits of the tax, but the question I have in my mind, Mr. Secretary, 
is whether this tax should be enacted or a sales tax or a consumption tax, pro- 
viding we should come to the conclusion, finally, that one of those methods of tax- 
ation would have to be adopted? 

Secretary Mellon. Yes; I see. 

Mr. Fbeab. If you will be good enough to put in the amount, then? 

Secretary Mellon. Yes. 

Mr. Fbeab. Tliat leads up next to the surtax. The amount which has been 
estimated repeatedly before this committee would be raised from that is 
$61,500,000. What would be your estimate on that, if the surtax was reenacted ; 
would that amount, or anything approaching it, be realized? I am not dis- 
cussing the question of policy now. 

Secretary Mellon. I understand. There might be something approaching 
that realized in the first year ; but that is a very doubtful matter. 

Mr. Fbeab. That is because of the investments in tax-free securities? 

Secretary Mellon. Generally, it is receding to such an extent that I do not 
think it would be very material. 

Mr. Fbeab. The postage item I understand you fixed, in reply to Mr. Garner, 
at about $100,000,000? 

Secretary Mellon. Yes. 

Mr. Fbeab. And the tax on the bank checks of 2 cents, at about what? 

Secretary Mellon. The bank checks, at present, about $30,000,000. The 
estimate made earlier for a 2-cent tax was $45,0(X),000. It is somewhere be- 
tween $30,000,000 and I should say around $40,000,000 perhaps. 
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Mr. Fbeab. Now, for the luxury tax ; that is, the tax upon furs and the taxes 
tliat we repealed. If those taxes were reenacted for this temporary period, 
what would they bring — or have you any figures on that? 

Secretary Mellon. Those figures are in, but I do not just recall them. 

Mr. Freab. Will you please have those inserted? 

Secretary Meujon. Yes. 

Mr. Fbeab. Next comes the question of the inheritance taxes. What amount 
clo you estimate could be added to the inheritance taxes? 

Secretary Mellon. I do not believe there could be any amount added to the 
inheritance taxes ; I do not think you could get more revenue than is being got 
now, unless it was just for a temporary period. 

Mr. Fbeab. Let us take an illustration. According to the estimates placed 
l>efore us, one man is supposed to be worth $2,000,000,000? 

Secretary Mellon. Yes. 

Mr. Fbeab. Now, much of his property will go either by gifts or inheritance? 

Secretary Mellon. Yes. 

Mr. Fbeab. I expect to speak of the gifts next. Of course, that has become 
a great centralization of power and that has come during his single lifetime. 
Under the present law we have a tax of 25 per cent ; that is the maximum ? 

Secretary Mellon. Yes. 

Mr. Fbeab. And, of course, we have some States that have a small tax, but 
that is only on very large amounts. What would be the objection to getting 
$100,000,000 or $200,000,000 more from the inheritance tax, which would then 
be below the British rates, as I understand? If I am wrong about that, I want 
to be corrected. 

Secretary Mellon. No; I do not understand that the British have a higher 
rate than ours. 

Mr. Fbeab. We will bring that before the committee to-morrow, but I under- 
stand we only collect about one-third of that they do in Great Britain in in- 
heritance taxes. Have you any information on that? 

Secretary Mellon. I have not the information in mind just now. 

Mr. Fbeab. Well, we will have that before the committee to-morrow. 

Secretary Mellon. I "have seen statements, but just what the collection is, I 
do not know. 

Mr. Fbeab. It is very easy of ascertainment? • 

Secretary Mellon. Yes ; but I do not carry in my mind just the figures ; and 
then in this country there are State inheritance taxes, too. 

Mr. Fbeab. Now, taking up the gift tax, what have you to say as to a tax 
on gifts which are made in order to escape the estate tax; what objection is 
there to placing a tax on gifts? 

Secretary Meli>on. I doubt if that, as far as revenue is concerned, would be 
a very productive tax, because the gifts would not be made and then you would 
not get the tax. ' 

Mr. Fbeab. If the gifts were not made, then the revenue would come out of 
the inheritance tax. 

Secretary Mexlon. You say gifts are made to escape the inheritance tax, and 
if you place a tax on gifts, then the gifts would not be made? 

Mr. Fbeab. I mean if the bill carried both a gift tax and an inheritance tax, 
they could not avoid it, and eventually you would receive it, would you not? 

Secretary Mellon. You mean through the estate tax ; yes. 

Mr. Fbeab. They have three years in which to settle the estate tax. in the 
present law ; that is sufiicient time ordinarily, is It not, for your department? 

Secretary Mellon. How do you mean ; three years from the death of the per- 
tson leaving an estate? 

Mr. Fbeab. For the collection of the tax after the return of the property. 

Secretary Me;llon. Oh, yes. 

Mr. Fbeab. Now, what reason is that that $100,000,000 from a gifts tax could 
not be realized, or if not, why couldn't we get it under the inheritance tax as 
an additional tax? 

Secretary Meixon. As I say, there is not any reason. If the tax were put 
on gifts, of course, it would reduce the number of gifts ; and it is not a very 
tangible source for a tax — that is, it is rather an uncertain source. You can 
not estimate what that would be. 

Mr. Fbeab. You do not believe any estimate can be made, or you do not be- 
lieve a tax should be placed on gifts? 

Secretary Mellon. I beg pardon? 



92 soldiers' adjusted compensation. 

Mr. Frear. Do you believe a tax should be placed on gifts, or what Is your 
judgment in regard to it? 

Secretary Mellon. I think it is better to put the tax. on something more cer- 
tain, because that sort of a basis for a tax is sort of fleeting. It is caught in 
the beginning; but it can be avoided, you know. It would be almost impos- 
sible to provide for that so that there would be a regular source of income 
from it. 

Mr. Frear. I assume that, but this is only for a few years ; we are endeavor- 
ing to get revenue for two years, and I am suggesting that as a substitute for 
some of the taxes that have been spoken of. ' 

Secretary Mellon. Yes. 

The Chairman. A tax on gifts would be a penalty for a charitable act. 

Mr. Frear. Is it not all right to put a penalty there? Here is a man who 
has $2,000,000,000 or $100,000,000, and he is making gifts for the purpose of 
avoiding the estate tax. Why isn't it proper, in a case like thatv where the 
Government needs funds and the man is well able to pay, to place a tax upon it? 

Secretary Mellon. How are you going to discriminate or how are you going 
to determine what the object is? 

Mr. Frear. Irrespective of the object, even though you include gifts to bene- 
ficial organizations? You might exclude charitable or church, but I am speak- 
ing in a general way. 

Mr. Green. I do not think there has been any proposal to tax gifts purely 
for charitable purposes. 

Mr. Frear. I do not think there has. 

The Chairman. Oh, yes ; there has. It was In the Senate bill. 

Secretary Mellon. As I understand now, we exempt charitable gifts from 
taxation. 

Mr. Frear. Yes; I understand, but I am asking what is the objection and 
why can we not raise money either from a gifts tax or an estate tax? They 
might avoid the gifts tax, but if you carry a tax on the estate, too, then why 
wouldn't it bring in its proportionate amount of tax at that time? 

Secretary Melix>n. The estate tax now is producing as much as it can be 
made to produce, I think. ' 

Mr. Frear. If it is shown, as I expect it will be shown to-morrow, that the 
English ta^f is producing over twice what our tax is in proportion to the 
amount, population, and the over evidences of wealth, then your statement 
would be simply an estimate without having the comparison before you. 

Secretary Mellon. I do not think that is so. 

Mr. Frear. I understand; but if it should be so? Of course, I understand it 
is three times as much, but I am saying if it is twice? 

Secretary Mellon. Yes. 

*Mr. Garner. Mr. Secretary, did I understand you to say that the pres«it In 
heritance tax was all that the traffic would bear, as it were? 

Secretary Mellon. I think, in the long run, that it produces as much, because 
a higher rate is so destructive that the Government loses by placing that destruc- 
tive rate. For instance, all of the estates are not in money ; estates are in fixed 
property to a large extent. Nearly all the large estates are; there are very 
few of them that have liquid assets to-day. Now, that means that there has 
to be liquidation to produce the tax ; and when the estate comes on the market, 
of course, that is a forced liquidation, and it naturally reduces the values ; the 
values in the market are reduced by reason of it ; and, as near as I can arrive 
at it, judging from the estates which we have taken as examples, a 25 per 
cent tax is equal to somewhere well up to 40 per cent. That is, if you take the 
appraisement of an estate before it comes on the market and then take the 
realization — I am speaking of the very large estates ; it does not apply to the 
small estate to this extent, but I have known a great many large estates where 
it did — ^the result of bringing enough of the property on the market to produce 
25 per cent requires you to use more than 25 per cent of the estate to do it. 
For instance, I know of an estate which consists almost altogether of not what 
you would call marketable securities ; it is largely in railroad stocks, and there 
is some real estate and some other things. That estate was appraised at a 
certain amount, and they had a very large amount of tax to pay, because not 
only was there the 25 per cent Federal tax but there was a very large St^te 
inheritance tax, so that it meant a large percentage; and the result of it was 
that the values of these stocks, when they came to realize on them, receded. 
For instance, there was a stock of an industrial concern which was appraised 
and was selling on the New York Stock Exchange around $45 a share. Now, 
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there was a large block of it in this estate, and they commenced to market it, 
and had only marketed about 8,000 shares, which was only a small proportion 
of it, when the stock was selling under $30 a share. The reason for that, 
largely', was because it was known that they would be liquidating a certain 
proportion. Naturally, that hurt the market, and then, I suppose, there was a 
selling of the stock of that concern before the estate sold it. 

Mr. Gabneb. Let us see, Mr. Secretary, if we can agree on the policy, if it can 
be administered economicallj-. Take, for instance, a man who is worth 
$300,000,000. Is it good public policy to take $150,000,000 of that estate and dis- 
tribute it to the people, through the Treasury, if it could be economically done? 

Secretary Mellon. If it could be economically administered ; but the Treasury 
takes it in cash. 

Mr. Garner. I am not talking about liquidating It ; but would it be good public 
policy to take 50 per cent of that estate of $300,000,000 and distribute it back 
to the people, if it could be economically done? 

Secretary Mellon. For what purpose? 

Mr. Garner. For the purpose of taxation and the purpose of running the 
Government. 

Secretary Mellon. To the extent that it is necessary for the running of the 
Goyemment, I think so ; but I would not say it was good public policy to take 
the half of an estate, if it could he got in money, just in order to 

The Chairman. Just because it is an estate? 

Secretary Mellon. Just to destroy it. The ordinary estate, if you undertook 
to take half of it and convert it into cash, most of the substance of the estate 
would be taken. 

Mr. Garner. If I understand you, you do not agree, then, it is good public 
policy to distribute 50 per cent of a $300,000,000 estate through the Treasury? 

Secretary Mellon. The best public policy is to disturb any property or invest- 
ment as little as possible, whether large or small. 

Mr. Garner. Now, let us see if it can not be distributed through the Treasury 
in an economical way. Suppose you had the very estate you speak of — ^let me 
ask this question before I come to that : What do you say about the proposition 
of levying an estate tax, such as we have now, and providing that in case a 
State does not levy an inheritance or estate tax, then a certain percentage of 
the money collected from that estate shall go back to the State government in 
order to induce a uniform system of inheritance tax in the country ? 

Secretary Mellon. That might be workable. 

Mr. Garner. Now, if you had the distribution of the estate you spoke of 
awhile ago, and Congress had given you 10 years, in your discretion, for the 
collecting of that tax, could you not do that without materially disturbing that 
market value you speak of? 

Secretary Mellon. Oh, it all could be done in 10 years; but, naturally, it 
would be necessary that there would be a distribution of that estate. 

Mr. GarniiS. Yes ; but over a period of 10 years they would have some diffi- 
culty in manipulating the market, would they not? 

Secretary Mellon. Yes, exactly ; that would very materially lessen the diffi- 
culty; 

Mr. Garner. That is the policy that I think ought to be pursued ; I think it 
ought to be left to the discretion of the Treasury in very large estates and. of 
course, with a very light penalty on the estate on deferred payments in order 
that there might be some inducement not to wait until the tentli year in order 
to defer the tax. 

Secretary Meltx)n. Yes. 

Mr. Long worth. How about the heirs? 

Mr. Garner. The heirs have the 50 per cent. 

The Chairman. There is very little left by the time the Government takes 
one-half of the estate if it is real estate and in other securities that are not 
readily convertible securities. 

Secretary Mellon. There is another aspect of it from the Government's point 
of view. The effort that you make there defeats itself in this way, that when 
you liquidate an estate — I mean when you force it to liquidation and therefore 
destroy values to a certain extent — you at the same time reduce the values of 
the property of every other person of a similar nature, and thereby you reduce 
-the basis of value of the taxation for the Government. And in the long run 
that policy will produce certainly less revenue for the Government than will 
a moderate tax, because you can not destroy values and at the. same time in- 
crease revenues. You can not do it. 
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Mr. Gaener. Mr. Secretary, it has been suggested to me that I ask you with 
reference to the proposition of securing revenue from levying a tax on beer and 
light wines. It has been suggested by a Member of Congress in the hearing^ 
here that by levying a small tax on beer and light wines we could get the 
$425,000,000 annually necessary to pay for the bonus. I want to ask you, in the 
first place, can Congress levy such a tax ; and if we do levy such a tax, would 
that materially disturb the economic conditions in the country? 

Secretary Mellon. I would say whatever the merits or demerits of the tax 
are. that with the high tension of the prohibition question it is not a practicable 
proposition ; so why go into the merits of it? 

Mr. Garner. Would it, in your judgment, materially disturb the economic 
conditions of the count i*y if it could be done — the levying of a tax on light 
wines and beer? 

The Chairman. You would have a constitutional amendment, first of all,, 
before you could do it. 

Mr. Garner. I think the Secretary is able to answer the question without ' 
assistance from the chairman. 

The Chairman. I think he is. 

Secretary Mellon. What was your question? 

Mr. Garner. The question was this : There seems to be a division of opinion 
as to the power of Congress to levy a tax on a certain percentage of alcohol in 
beer and a certain percentage of alcohol in wine? 

Secretary Mellon. Yes. 

Mr. Garner. Now, if it was Constitutional to levy that tax, would a tax of 
that kind materially disturb the economic conditions in the country? 

Secretary Mellon. Not any more than other taxes do. 

Mr. Frear. I have not finished; I have one more i)oint and then I will be 
through — the question of the interest on bonds. I have not quite understood 
the position of the Treasury. AVhen the question of refuhding was presenteit 
the House struck out any limitation on the time that the interest could be 
collected at the request of the department. The same is true, I understand^ 
with the Senate. Now, I have also seen in the public announcements that the 
department objects to having that used for the payment or in part payment of 
the soldiers' bonus. That is true, is it not, that the department objects to 
using the interest on the foreign debt for the payment of the bonus? 

Secretary Mellon. Yes. 

Mr. Frear. You have stated before the various committees, as I understand,, 
that the general foreign debt, or 80 per cent of it, you thought could be col- 
lected. Is that a high estimate? I see it has been quoted a "number of times. 

Secretary Mellon. I do not think I have ever made any statement as to the 
percentage. I have had the general idea that, .as time goes on and these coun- 
tries become rehabilitated, that in the long run at least the bulk of it, if not alU 
will be collectable. 

Mr. Frear. Now, is there any disposition, may I ask, to collect this interest — 
that is, the interest of Great Britain particularly — with reasonable promptness, 
or is there a disposition to postpone the payment of the interest? 

Mr. Green. I hardly suppose the Secretary would want to go into this foreign 
debt proposition. 

Mr. Frear. Here is the proposition : We are asking, as one of the elements 
of estimate of the sources that can be used to pay the bonus .bill, that the in- 
terest on foreign debts, particularly the interest on the debt of Great Britain, 
which would run between $200,000,000 and $300,000,000, might be used for that 
purpose. Now, I am asking you what the objection to that is, providing Great 
Britain is ready to pay her interest? 

Secretary Mellon. Well, we do not know that. 
^ Mr. Frear. I know. For instance, here is a statement I have before me of 
the Harriman National Bank: 

"The news now comes from London that it is the British exchequer's fiat 
that the interest on the American debt be paid. This is the most favorable 
news that the Liberty bondholder and the American taxpayer have received 
from abroad in a long time." 

Now, have you any particular information that Great Britain will pay her 
interest on her foreign debt? 

Secretary Mellon. I do not see that that, for the purpose of raising money 
for the bonus, is a factor. That money, under the Liberty loan acts, and the 
disposition of it at the time the retiirns were made was expected to take care 
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of the interest and the amortization of the securities from which the money 
was received. 

Mr. Fbeab. But is it not immaterial where the money goes or how it comes 
in, so long as it all goes into the Treasury? 

Secretary Mellon. Yes. Then, if its immaterial, why stretch the matter 
and go into something that is not a factor? 

Mr. Freiab. I will suggest the justification that is urged for that — and I am 
not giving my own opinion particularly — ^that the soldiers, by reason of their 
action in going abroad, determined that this would be a debt that could be col- 
lected, whereas If they had not the money probably would have been forfeited, 
and that it could ber given to no better purpose than to the soldiers at this time, 
for whom it was intended. 

Secretary Mellon. The people who furnished that money are the people, 
really, who are entitled to the return of it. I mean when you are sort of 
searching for a place to put it. Is not that so? The money was provided by 
the people who bought the Liberty bonds. 

Mr. Fbeab. That is true; but now here is only two years' interest we are 
asking— $400,000,000 or $500,000,000 out of the $11,000,000,000 to be collected. 
Now, that small element, two years* Interest on the British loan — not from the 
other Governments, from which it has been stated 80 per cent could be col- 
lected — ^if that small amount could be used would not that be justified as one 
of the methods of payment of this bonus? 

Secretary Mellon. I can not see the logic of going into something that is not 
a settled matter when it does not make any difference. It amounts to the 
same thing in the end. If Congress is going to enact a bonus law the money 
has to be raised. Now, if there is any money to come from there, that is one 
thing ; but you can not provide in advance that that money is coming. No one 
can do that. 

Mr. Fbeab. No ; but could we not issue, just as you are issuing to-day, three- 
year Treasury notes, as you would call them, to be redeemed by this interest 
whenever it is received? 

Secretary Mellon. But we have too many three-year securities to issue now 
to provide for our floating debt, and it will be disturbing in our financing to 
issue more of those three-year notes than will be necessary to provide for our 
present debt. 

Mr. Fbeab. Could not those three-year notes be floated at 4i per cent; that 
was the amount, was it not? 

Secretary Mellon. Immediately when you commence to go after further 
money in the market it is a different proposition than rolling over the debt 
that is there now. 

Mr. Fbeab. I understand — refunding. 

Secretary Mellon. If you are going to borrow new money, that is immedi- 
ately going to add to the rate of interest which has to be paid for it. 

Mr. Fbeab. Here is the situation, Mr. Secretary : The English securities at 5 
per cent bring about the same that our 4i*s do, do they not, that are in the 
American market to-day, with the difference of exchange and all considered? 
If that be true, of course the inducement to those who have money to loan 
would be to invest their money in American securities rather than in the others, 
and why would the issue of these two or three hundred million dollars of 
securities, or more, destroy the market? 

Mr. Gabneb. Let the Secretary answer your question, "Why would they 
rather invest in English securities than in American securities?" 

Secretary Mellon. Every security has a different character, and the ques- 
tion that it may be an English security — when does it fall due? 

Mr. Fbeab. In 1922 ; just at the same time, practically, as our 1922 Liberty 

bonds. 

Secretary Mellon. You know you can not tell anything about that question 
of the quotation in the market. For instance, the English Government may 
be endeavoring to buy up those securities, and that enhances the price; or, 
on the other hand, there may be a concern that has a large investment in 
them that is marketing the securities. So that it is not a very accurate method 
of comparison. 

Mr. Fbeab. Here is a question that has been brought up and, of course, this 
has come to your ears frequently, I suppose, and it really has a direct bear- 
ing. ►I am reading a letter from Chancellor Rathborn, in which he says : 

"The chancellor of the exchequer regards it as essential that, so long as 
there is a considerable amount of British Government Indebtedness held by 
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the public in the United States of America, British credit should be protected 
against any possibility of an issue on the market by the United States Treasury, 
either of British Government bonds held by them or of any United States 
Government or other security based on the British obligations. In his opinion, 
therefore, it should be an understanding, if possible, expressly stated in the 
bond and, if not, included in the settlement now to be reached, that the United 
States Treasury will not, without the consent of the obligor, sell, hypothecate, 
or in any way deal with their interest in the British Government bonds held 
by them throughout the period of the bonds." 

Now, that was to protect, as I understand it, individual investors in British 
securities here. Now, would there be -any disposition to holding back on these 
interest payments in order to benefit the people who have the British securities 
here? 

Secretary Mellon. At that time I do not think it was for the purpose of 
protecting the investor ; it was to keep the credit of Great Britain good for any 
additional amount that they might want to borrow. The situation was such 
that they might have to go into the market for additional borrowings. 

Mr. FsEAB. There was a recommendation made at that time, was there not, 
that the Treasury hold off for 12 or 15 years on the interest? 

Secretary Mellon. I do not know. 

Mr. Fbeab. Wasn't there a brief filed? 

Secretary Mellon. I do not know. 

Mr. Fbeab. There is no disposition of that kind, at this time? 

Secretary Mellon. No. 

Mr. Fbeab. So that this interest, if it is paid by Great Britain, can be used 
for that purpose? 

Secretary Mellon. If it is paid by Great Britain. 

Mr. LoNGWOBTH. The situation regarding the financing of the soldiers' bonus 
by the interest on foreign debts is simply a question of diverting the interest 
away from the Treasury. 

Secretary Mellon. Certainly it is. 

Mr. LoNGwoBrH. You are not creating any new revenue at all, but simply 
diverting away from the Treasury money which would be used for the retire- 
ment or refunding of our outstanding securities? 

Secretary Mellon. That is exactjy it. 

Mr. Fbeab. Let us see if that statement is correct, and I want to be abso- 
lutely fair. Heretofore the statement has been made that certain estimates are 
offei:ed by the Treasury and we are checking with them with a deficit liable 
to occur. Now, in those estimates you never considered this interest from 
foreign debts; that was not an element, so far as I can remember, when the 
estimates were made; so that this will be additional and a new receipt of 
revenue that is coming into the Treasury. 

Secretary Mellon. If it is paid. 

Mr. Fbeab. If it is paid ; yes. And so, to that extent, why would it not be 
proper to use that? Of course, it is a question of argument; I understand 
that 

Secretary Mellon. Yes; of course, if it is paid, we could use it for any 
purpose Congress directs. It is already covered by the Liberty loan acts. 

Mr. Fbeab. One more question and I am through. We owe substantially 
$24,000,000,000 in round numbers, as I understand? 

Secretary Mellon. Yes. About twenty-three and a half billions, to be exact. 

Mr. Frear. And the estimated value of all of our property is what — ^$250,- 
000,000,000? I think I have seen it so stated. 

Secretary Mellon. I do not remember the figures. 

Mr. Fbeab. If that is correct, our indebtedness is 10 per cent of the national 
wealth. In France, they owe something like $50,000,000,000; is that right? 

Secretary Mellon. Yes; fifty-three billion and something. 

Mr. Frear. And their resources are not much more than thirty billion addi- 
tional. That is nearly two- thirds? 

Secretary Mellon. Yes ; I do not know just exactly, but that would be about 

right. 

Mr. Frear. In England, they owe $37,000,000,000 and their total wealth is 
something in the neighborhood of $80,000,000,000, as I understand it? 

Secretary Mellon. I do not know. 

Mr. Frear. I mean in round numbers, as given to us by the economists. If 
that be true, France has paid to her men — she has a sales tax, but without 
reference to that— $249 to each of her soldiers ; Great Britain, which is owing 
pretty nearly half of her total wealth, has paid $141 to each of her private 
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soldiers, but, of course, she has no sales tax; she gets it from other sources. 
We have an indebtedness of only one-tenth, as compared with our national 
wealth. Now, can we not, in some way, with our rate of taxation far below 
that of the other Governments, meet this bonus without the danger of destroy- 
ing all the other business in the United States? 

Secretary Mellon. Oh, yes; I do not think you are going to destroy all the 
other business in the United States. 

Mr. Fbeab. Are you going to injure it to a very serious extent? 

Secretary Meixon. It is going to be a drag on the recovery of the country to 
a very large extent and all of the people, of course, are affected by that; but 
there is not any method that this money can be raised that it won't be thai 
drag on the recovery of industry. 

Mr. Freab. I have discussed with you different sources of revenue, outside 
of the interest on the foreign debt, which would bring in, say, a billion dollars 
or more, and I will concede, of course, some of them would have some effect on 
industry. But it is only for two years; it is for a short period; that is the 
purpose of it, and then, of course, it is a very small charge on the Treasury. 
Are there any other methods that you could suggest of meeting this charge— 
because it is going to be a charge, I take it? 

Secretary Mellon. I do not know of any method better than spreading it 
where the industry and the trade in the country will stand it — spread it as 
broadly as possible in that way. It will do the least harm in that way. 

Mr. Freab. Speaking about the general sales tax, in France, as you may know, 
only 43 per cent was realized as compared with thc^ estimates, and in Canada 
it was 57 per cent, as I understand it. 

Secretary Mellon. Yes. A general sales tax, with an estimate on all of the 
turn-overs — it has been disappointing. 

Mr. Fbeab. It reduces consumption? 

Secretary Mellon. I do not know about reducing the consumption. 

Mr. FliEAB. That is the reason given by those countries. 

Secretary Mellon. I think in Canada, for instance, the cost of collecting that 
tax was the great difficulty; the cost of collecting it was quite a large per- 
centage of the receipts. In a great many places, the cost of collection was a 
large proportion. 

Mr. Fbeab. And, of course, here is a question of laying a tax upon what the 
average man eats, drinks, and wears, and it is a question of consumption, and 
the man who has, say, an income of $100,000 is far better able to meet the 
cost than the man who has only $465, according to the farm estimates. 

Secretary Mellon. It does not matter where you place the tax, it comes 
to the same place anyhow, and if you destroy production and the orderly 
processes of trade, etc., by putting too great a tax in spots, you are going to 
make the burden on the ultimate consumer much greater than where he pays 
it directly on the article. 

Mr. Fbeab. In other words, if you put 2 cents or 3 cents a gallon on gasoline 
and 25 cents a horsepower on automobiles, you think the farmer out in the 
country eventually would be the one who would have to meet the increased 
cost. Where would the ultimate consumer come in in a case of that kind? 

Secretary Mellon. Well, because all costs rise in the same ratio. You take 
the figures in proportion to the increase of the use of automobiles; that is, 
pleasure use that is not necessary, etc. ; but a great part of the use of trucks, 
. etc., and even a great part of the use of the passenger automobiles, is in the 
conduct of trade to a large extent, and it all comes to the same thing in the end. 
The production of the country has to absorb it all ; that is the idea. 

Mr. LoNGWOBTH. You said except where the tax is spread on a very large 
number of articles, so as to avoid spotty taxes. Do you mean a final retail sales 
tax or a manufacturers' sales tax? 

Secretary Mellon. Not a manufacturers' sales tax ; it would be largely paid 
by the dealers, and, of course, would be in the nature of a consumers' tax. 

Mr. LoNGWOBTH. Then you mean it would be a final retail sales tax on the 
article? 

Secretary Mellon. Yes. 

Mr. LONGWOBTH. You would favor that method if we had a sales tax? 

Secretary Mellon. Yes. I think if we adopted a system of general sales taxa- 
tion ,that the most practical sales tax would be a tax on all commodities, the 
percentage of the tax to be graded according to the use of the article and what 
it would bear and what would be not too great a tax, and either a specific or an 
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ad valorem tax on the article Itself, perhaps smaller in some instances and 
larger in others. That would avoid the difficulties in a general turnover tax 
of pyramiding, etc. 

Mr. Watson. Couldn't we collect that tax for 1 per cent? 

Secretary Mellon. No ; I do not think you could collect a general sales tax for 
1 per cent. 

Mr. Watson. The internal-revenue taxes are collected for 2 per cent under 
the present form of taxation, are they not? 

Secretary Mbsllon. Yes; less than that. 

Mr. Longworth. We have before us a proposed sales tax I presume modeled 
on the Canadian law, because it was introduced by Mr. Volk, who was chairman 
of the committee that went up there. He proposes — 

A tax of li per centum on sales and deliveries by manufacturers or producers 
and wholesalers and jobbers. 

A tax of 21 per centum on the duty-paid value of goods imported by manufac- 
turers, wholesalers, or jobbers. 

A tax of 3 per centum on sales and deliveries by manufacturers to retailers or 
consumers. 

A tax of 4 per centum on the duty-paid value of goods imported by retailers 
or consumiers. 

Then there is a very large number of exemptions of farm products. Do yott 
think such a system would be workable in this country ? 

Secretary Mellon. It would meet with very serious difficulties in working- 
up a general proposition of that kind. I think in time it could be worked out, 
but the consequences here and there of that tax would be very uneven and it 
would be difficult. 

Mr. Longwobth. There is one more thing I want to ask about, Mr. Secretary. 
In addition to the proposition to finance this question of the soldiers* com- 
pensation out of the interest on the foreign debt it has also been suggested that 
it might be financed by the sale of the foreign bonds when arrangements have 
been made through the new commission which will be in force in a few day a 
and after th^ receipt of those bonds through their sale, either with or without 
the guaranty of the United States Government. I would like to have your 
opinion on that. 

Secretary Metxon. It would not be practical to sell them without the guar-^ 
anty of the United States at a price that would justify selling them, and to 
guarantee them by the Government does not help the proposition so far as the 
Treasury is concerned. 

Mr. Longwobth. In the long run it would be exactly the same as if we -had 
issued our own bonds? 

Secretary Me!llon. Exactly the same, only a little more difficult, I think, and 
a little bit more cumbersome. 

Mr. Hawley. If we should guarantee these bonds, we would also have to. 
guarantee to our purchasers the payment of the Interest? 

Secretary Mellon. Yes. 

Mr. Longwobth. To that extent it would be even worse. 

Mr. Watson. If a 20-year paid-up life-insurance policy, and no other plan, 
should be favorably reported by the committee as compensation, would a tax be 
required to raise the revenue to meet those payments, provided that not more 
than 10 per cent of deaths will occur among the veterans and those who did 
not get into foreign service? I am informed they require no tax at the present 
time. 

Secretary Mellon. You can get all kinds of answers to that question. The 
llfeinsu ranee proposition is one that takes very great study and is very un- 
certain. 

Mr. Watson. Would you favor such a proposition in place of the other plans^ 
that have been suggested ? 

Secretary Mellon. I do not know enough about what the life-insurance propo- 
sition Is to give you an answer to that question. 

Mr. Watson. It is simply a 20-year fully paid-up endowment policy. 

Secretary Mellon. I have not given any consideration to that. 

Mr. Hawley. Mr. Secretary, has the Treasury any information as to the 
amounts our former allies owe to corporations, banks, or individuals in this 
country, outside of the amounts owed by them to the Government of the United 
States, and the amounts owed by corporations or citizens of our former allies- 
to corporations, banks, and citizens in this country? 
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Secretary Mexlon. No ;. we have no record and no way of arriving at that. I 
have seen it estimated with all sorts of figures, hut I would be at a loss myself 
to make a guess at about what that amounts to. I know the figures that have 
been given are greater than the actual amount existing. 

Mr. Fbeas. You suggested $4,000,000,000, I remember, in our hearing on the 
refunding bill. 

Secretary Mellon. Yes ; but it has been estimated at six or seven billion dol- 
lars, and I doubt whether there is anything near $4,000,000,000 of those se- 
curities. 

The Chaibman. Mr. Secretary, we are very grateful to you, indeed. 

(The letter from the Secretary of the Treasury, dated February 10, 1922, 
which gives the detailed estimates requested by various members of the com- 
mittee during the hearing, is as follows : ) * 

February 10, 1922. 

Dear Mb. Chairman : In accordance with the requests which were made at 
the hearing before the Committee on Ways and Means on February 2, 1922, 
to consider the proposed soldiers' bonus, I am writing to summarize the addi- 
tional taxes whicli niiglit be possible sources of revenue if the Congress should 
decide upon the policy of paying the bonus. The yields of these taxes during 
the first full year of their operation, as estimated by the Government actuary, 
would be as follows: 

1. A Federal license tax on all automobiles and automobile trucks 
. at the rate of 50 cents per horsepower, estimated yield (esti- 
mated yield at 25 cents per horsejwwer, $50,000,000) $100,000,000 

2. Increased postage of 1 cent per ounce on all first-class mail 
and 1 per cent on all other mail matter : 

Estimated yield, first-c^lass mail $70, 000, 000 

Estimated yield, all other mail 30,000,000 

100, 000, 000 

3. Increased tax of 50 cents per 1,0(X) on cigarettes and of 2 cents 

per pound on tobacco, estimated yield 30, 000, (XK) 

4. Stamp tax of 1 cent on each bank check, estimated yield (esti- 
mated yield at 2 cents per check, $45,000,000) 30,000,000 

5. Double the present documentai*y stamp taxes, estimated yields- 40, 000, 000 

6. Tax of 2 cents per gallon on gasoline, estimated yield 100, 000, (X)0 

7. Tax on refined sugar at the rate of 1 cent per pound, estimated 

yield ^ -. 95, 000, UOO 

8. Tax on coffee at the rate of 3 cents per pound, estimated yield__ 36, 000, 000 

9. Tax on tea at the rate of 10 cents per pound, estimated yield 9, 500, 000 

10. Tax of 3 cents per pound on chocolate and cocoa, prepared or 
manufactured, estimated yield. . 7, 500, 000 

The Treasury does not, of course, recommend any of these taxes, but I am 
suggesting them at the request of the committee as probably the least obnoxious 
and most reliable forms of additional taxation if new taxes must be imposed. 

In accordance with the request of the committee I have also had an inves- 
tigation made to ascertain what would be the estimated yield of certain other 
taxes suggested by various members of the committee at the hearing, and find, 
first, that the restoration of the tax on furs, which was repealed by the revenue 
act of 1921, would yield only about $9,000,000, and that the restoration of the 
so-called luxury taxes repealed at the same time would yield only about 
$17,000,000. As to the excess-profits tax, it is practically impossible to esti-* 
mate what, if any, additional revenue might be gained by restoring it, and the 
consequences to business and industry would be serious. For the year 1922, 
for example, the net gain in revenue would probably not be much more than 
$150,000,000, for there would be a loss in income tax on account of the excess- 
profits tax deduction and the 2^ per cent additional tax imposed as a substitute 
for the excess-profits tax would, in fairness, have to be repealed. 

I am incorporating a copy of this letter in my testimony before the com- 
mittee in order that the record of the hearing may be complete. 
Very truly, yours, 

A. W. Mellon, Secretary. 

Hon. Joseph W. Fobdney, 

Chairmcm Committee on Ways and Means, 

House of Representatives. 
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STATEKENT OF HOlf. HAMTLTON FISH, JB., A BEPBSSEKTATIVE 
IN CONaBESS FBOM THE STATE OF NEW TOBX. 

Mr. Fish. Mr. Chairman, and members of the committee, my suggestions are 
simply that you reduce the maximum amount of the cash compensation by 20 
per cent ; that is, to reduce it from $625, for service on the other side, to $500, 
and from $500 to $400 for service on this side, and add 20 per cent more to the 
paid-up insurance and other features of the bill. 

The Chaibmaiv. We were thinking seriously of increasing the amount we had 
in the old bill; what do you think of that? 

Mr. Fish. That is absolutely wrong; the thoughtful people in this country 
are absolutely opposed to it. 

The Chairman. Who is opposed' to it, Mr Fish? 

Mr. Fish. The general public; the thoughtful people. 

The Chaibman. I have not heard a single person but you make that state- 
ment. 

Mr. Fish. I am very sorry, sir; but the thoughtful i)eople in the whole 
country, the general public, are very much opposed to increasing the cash 
bonus, if that is what your plan is. We have provided in the proposed bill (and 
I speak as one who has been chairman of the compensation committee of New 
York State), more than any other country has given, and I did not know 
your committee was even considering increasing it. I am very sorry to hear 
that you personally are ; it is apparent the committee entertains no such idea. 
I spoke night before last at a meeting of 500 ex-service men on my proposed 
amendment, and although it was not put to a test vote, a motion to see whether 
a vote should be taken was carried about four to one. 

Mr Fbeab. That is, in favor of reducing the cash bonus? 

Mr. Fish. In favor of reducing the cash bonus 20 per cent and increasing the 
other features 20 per cent additional. What we want to do. and what they all 
want to do (the American Legion and Veterans of Foreign Wars) is to per- 
suade the veterans to waive the cash bonus and to accept the insuraiice certifi- 
cates or other altematived. 

Mr. Gbeen. You want to make it a larger sum? 

Mr. Fish. We want to make the difference greater. We feel, the way it is 
now, 50 per cent will take the cash bonus. We want to reduce the proxH>rtion 
to the very minimum, and if you accept my amendment it will cause the other 
features to be so attractive that probably not more than 10 per cent will take 
the cash compensation. 

Mr. Treadwat Would you leave the others and let them have some cash, or 
would you leave them as they are now? 

Mr. Fish. They would be approximately the same as they are now; but I 
am making my remarks more along the line of getting them to accept the 
20-year endowment paid-up policy. 

Mr. LoNGWOBTH. You want to make that attractive not by reducing the maxi- 
mum but reducing the amount of the cash he takes? 

Mr. Fish. Exactly ; by accepting my amendment, you can reduce by half the 
Secretary of the Treasury's estimate. You can reduce it from $400,(X)0,000 
this year to $200,000,000, and save a like sum next year. The tax burden would 
be spread over 20 years. 

Mr. Garner You are mistaken if that is the only amendment you place in 

this bill. 

Mr. Fish. I have another amendment. 

Mr. Garner. For instance, your amendment provides $400 for those who 
served in this country and $500 for those who served abroad, and a provision 
in the bill provides that you add 40 per cent to that? 

Mr. Fish. Exactly. 

Mr. Garner. To these others; so that you just reduce it 40 per cent? 

Mr Fish. No ; I increase the 40 per cent to 60 per cent. 

Mr. Garner. Of course, if you do that, there would be a greater spread. 

Mr. Young. You leave the others on the same level? 

Mr. Fish. No; I give them 20 per cent additional; I take it'off of the cash 
and increase the others 20 per cent more. 

Mr. Treadway. $500 is the amount now in the bill as the maximum to be 
paid in cash for the man for home service? 

Mr. Fish. Yes 

Mr. Treadway. You would reduce that to $400? 

Mr. Fish. Yes; 20 per cent. 
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Mr. Treadwat. It is a 20 per cent reduction. NpWi.>under the old scheme, 
under the scheme in the Fordney bill No. 1, that $560,,4f the -man takes any 
other of the four options, becomes $700 — 40 per cent mOre. . What is your idea 
about that $700? .- - 

Mr Fisd. My idea is you increase that from 40 per cent- to*60 per cent. 
Mr. Bacharach. That would only make $640 — 40 per cent.' • 

Mr. Treadwat. I am trying to find out what your figures jire. What would 
be substituted for that $700 in your scheme in the four other options than cash? 

Mr. Fish. It amounts to practically the same thing. If you want to take 
the time, I can work it out for you. 

Mr. Treadwat. I am only asking for the details ; I will do the figuring* 

Mr. Fish. You take the $625 and reduce it 20 per cent, to $500; tiiewyou 
add 20 per cent to the 40 per cent, making that 60 per cent ; 60 per cent bf ' $500 
is $300, making the total $800. .< .: 

Mr. Bacharach. If you make that 75 per cent, you will have it exactly 
right, I think. . 

Mr. Fish. Sixty per cent would be $800. Then, at the end of 20 years, witti 
compounded interest at 4^ per cent, you would have about $1,700. 

Mr. Treadwat. Then your idea is not to reduce the other four options from 
the Fordney bill? 

Mr. Fish. Not to reduce them at all. 

Mr. Treadwat. You would leave them as they are and only reduce the cash? 

Mr. Fish. Reduce the cash and increase the others. 

Mr. Gark'er. Here is a man who has served overseas. He is entitled to $500 
cash. Now, if you are going to give him an insurance policy, how much insur- 
ance would you allow him? 

Mr. Fish. According to my amendment? 

Mr. Garner. Yes. 

Mr. Fish. Sixty, per cent additional. You are allowing him now 40 per cent. 

Mr. Garner. That is 60 per cent of what? 

Mr. Fish. Of the $500. 

Mr. Garner. That will be $800? 

Mr. Fish. That will be $800. 

Mr. Garner. Now, under the present arrangement, take the 40 per cent of 
the $625 which he would get in this bill, and he would get more than .$800? 

Mr. Fish. Yes. 

Mr. Garner. Then you are not giving him as much under your amendment? 

Mr. Fish. Not quite as much. It is practically the same. The thing I am 
trying to do by my amendment is not only to reduce the amount of money 
that you would have to raise to cover the initial payments but also to make the 
other features far more attractive than the cash feature. That will probably 
mean that only the men out* of employment and who are down and out finan- 
cially will choose the cash feature. 

Mr. Frear. Have you thought of 10 per cent instead of 20 per cent? 

Mr. Fish. No, sir ; I am only suggesting this proposition for you to work out. 
The other proposition is that you put in an income-tax provision, providing that 
those who pay an income tax on an income of $3,000 or over shall be excluded 
from all benefits of the bill. 

Mr. Garner. I have just figured out your proposition. You will liave to 

. amend the bill in a different manner from what you say, or the man will not 

get as much who takes the insurance certificates under your plan as he would 

under the present bill. For instance, he would get, under your amendment, 

60 per cent of $500. 

Mr. Fish. That is right. 

Mr. Garner. That is $800. Un'der the present bill he would get $875. 

Mr. Fish. He would get 40 per cent of $625. I say it is practically the same ; 
there is only a difference pf $75. 

Mr. Garner. It is the difference between $800 and $875. 

Mr. Frear. If you make it 65 per cent, it is $825. 

Mr. Fish. You do not reduce anything except the maximum cash compensa- 
tion.. The $1 a day remains just the same. A difference between $800 and 
$875, on the insurance proposition, does not make a material difference. 

Mr. Bacharach. If you will make that 75 per cent, you would have exactly 
the same amount. 

Mr. Fish. It is very easy to work it out; I am trying to lay before you the 
possibility of i:educing the number of applicants for the cash compensation, 
which I believe the thoughtful people of this country want. I am speaking, I 
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believe, from the polHi>oCview of the soldier, because I believe if 80 per cent 
or 50 per cent take tiH* cash compensation they are going to bring down on them- 
selves the criticisn)*ah5' condemnation of a great many people. 

Mr. Longwortb(. Do you agree with the officials of the American Legion, who 
were here, in theiy' statement that it would be about 50-50? 

Mr. Fish. J.thirfk that would be about as close as you could get to it 

Mr. LoNGWQRlvH. Do you think by increasing the optional features 20 per cent 
and reducing flie cash bonus 20 per cent, it would raise that to 80 per cent or 
more who'vpuld take the optional features? 

Mr..F'tsiif*To 80 per cent or more. Of course, that is entirely dependent on 
the un^noftiloyment situation. 

MF/'iiONG WORTH. And you think, if you did that, that not more than $200,- 
000,0W a year would be required for two years? 

V Mrr Fish. I do not think more than $200,000,000 a year would be required. 

,\^ '.Mr. Hawley. Does the proposition for $500 for overseas service and $400 for 

• ••♦.service in this country include the $60 already paid, or is it in addition to that? 

. *.^ * Mr. Fish. No, sir ; this bill does not give anything for the first 60 days' service, 

'• and beyond that provides a dollar a day for each day's service to the maximum. 

Mr. Hawley. That would be in addition to the amount already paid? 

Mr. Fish. Yes, sir. 

The Chairman. In the old bill it is $625, and your amendment would take 
away $91, and on the $500 proposition it would take away $60. It is the diflfer- 
ence between deducting 20 per cent from the original amount and then adding 
60 per cent to what is left? 

Mr. Fish. Yes ; but $75, not $91. 

The Chairman. You would add 40 j)er cent to the amounts stated in the 
original bill? 

Mr. Fish. No ; 20 per cent. You take away exactly 20 per cent from the cash 
compensation, and add 20 per cent to the other features, which approximates 
wliat it is to-day. 

The Chairman. The difference is between $800 and $875, which is $75, or $640 
. as against $700, which is $60. 

Mr. Fish. Precisely. That is a matter of figures. I am not claiming here it 
is exactly 20 per cent that will have to be added, but it is close enough. 

Mr. Young. You want the percentage increased to make it even? 

Mr. Fish. Yes; make it approximately even. I have figured that the 20 per' 
cent would make it fairly even. 

Mr. Treadway. In spite of your reduction, you feel the cash option is abso- 
lutely necessary? 

Mr. Fish. Absolutely ; and you are committed to it. 

Mr. Treadway. Virtually committed. 

Mr. Fish. Ikit it s only going to be the service men who are down and out 
who would choose it — those who are out of a job and have not got a cent in their 
pockets if this amendment is adopted. 

Mr. Tkeadway. What is the nature of the criticism you have heard? You 
said you had heard more or less criticism, or that the bill would bring about 
criticism in its present form. Just what was that? 

Mr. Fish. I would nmch rather not talk about it before this committee, as it is 
a political issue. I will say this — that any Democrat or Republican from New 
York State who votes for the bill in its present form will lose thousands of votes. 

Mr. I.ONGWORTH. And you say that as an ex-service man? 

Mr. Fish. I say that as an ex-service man who is going to vote for the bill, 
even in its present form. My district is a safe district, so that I am not 
worried about it as a political issue. 

Mr. Bacharach. What number of men would be affected by this reduction ; 
do you know how many men it would affect? 

Mr. Fish. I was trying to estimate that. I should say about 1,000,000 men. 

Mr. Bacharach. And that would make a reduction of about $100,000,000. 

Mr. Treadway. Then I gather from your remarks as a service man that you 
are not convinced that this is a popular measure, outside of the service men? 

Mr. Fish. Oh, I did not say it was an unpopular measure with the service 
men. I say this, that I spoke at two meetings and suggested this amendmenr, 
once at the Kiwanis Club of Poughkeepsie, day before yestei-day, and they 
voted unanimously in favor of the amendment, and then before 500 service 
men who came from all over New York State at a dinner in the Hotel Ten 
Eyck at Albany, and I think they were about 4 to 1 in favor of this amend- 
ment. 
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Mr. Treadway. How do you account for the fact that every State has voted 
:favorably on the question of a soldiers' bonus? 

Mr. Fish. There is the point. In view of that very fact, the cash compen- 
sation should be reduced. This bill, you must remember, was introduced two 
or three years ago, and at that time it did not include the insurance feature, 
wMch is the best feature. 

Mr. Treadway. Oh, I beg your pardon. 

Mr. Fish. Your committee put the insurance feature in in the Legion's 
:four-fold plan. The insurance feature is the best feature, and your committee 
put it in. 

Mr. Treadway. Yes, and when we reported the Legion's bill the insurance 
-option was in it. 

Mr. Fish. Yes ; and since that time a great many States have awarded cash 
compensations to their soldiers, and for that very reason we should change 
the bill. This bill is not inviolable, and the conditions are changed. 

Mr. Treadway. It is thoroughly Indorsed by your Legion organization. 

Mr. Fish. Thoroughly indorsed, but many States have awarded cash com- 
X)ensation, and that is why I came here to ask you to reduce the cash com- 
I)ensation 20 per cent and add 20 per cent to the other features of the bill. 

Mr. Treadway. You say the bill is not inviolable. We agree to that, but 
nevertheless we have the testimony of the Legion officials and the Foreign Wars 
officials that they are positively for the bill as written. 

Mr. Fish. Certainly they are for it, just the way I said I would vote for 
this bill or for any reasonable bill the committee reports. 

Mr. Bacharach. You would vote for any soldiers' bill that was reported? 

Mr. Fish. Any reasonable one, and I would vote for it just the way it is; 
but I think it would be a very much better bill if you adopt my amendment, 
both from the public's point of view and the point of view of the soldiers 
themselves. 

Mr. LoNGWORTH. There is no question but what the legion and all these other 
organizations favor taking the insurance certificates rather than cash? 

Mr. Fish. Absolutely. They expect to undertake a campaign to urge their 
members to take the insurance certificate. 

I believe that if the national executive committee of the Legion were called 
together they would be for my amendment. 

Mr. Treadway. Why could not the Legion act officially ; why could not the 
<!ommittee be gotten together? 

Mr. Fish. They could not be gotten together ; they would have to come from 
all over the country. 

Mr. Treadway. They came here when the other matter was up. 

Mr. Fish. We just had a meeting a few weeks ago; but this is an entirely 
new matter. 

Mr. Garner. I would like to see your amendment adopted, Mr. Fish. 

Mr. Fish. I hope you won't forget the income-tax amendment. 

The Chairman. The purpose for adopting that is that it would not offer as 
much cash bonus to the soldier. 

Mr. Fish. To the ones who do not need it. 

The Chairman. In Canada-they offered the cash bonus, and they offered the 
other proposition of insurance with it, and 92 per cent of the soldiers took 
the cash. 

Mr. Fish. That is the very point why you should accept my amendment. 

The Chairman. Why? 

Mr. Fish. Because the public do not want 92 per cent of the able-bodied sol- 
diers to take the cash compensation. 

The Chairman. Who is it that don't want them to take it? 

Mr. Fish. I can only speak as an individual, but I have probably been as 
much interested as anybody in Congress or out of Congress in the welfare of 
the service man. The general public, including a large number of service men, 
hope that the smallest possible percentage will take the cash compensation. 

Mr. Garner. You know it is better for the Republic for these men to take 
certificates of insurance, or the land settlement or the homestead? 

Mr. Fish. I know it and so do you, and so does every member on this com- 
mittee know it. 

The Chairman. The boy was quite competent to go over there and fight, and 
don't you think he is quite as competent to take and spend this money, if you 
give it to him, and I do not believe it is anybody's business what he does with 
It after he gets it. 
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Mr. Fish. I am going to vote for the bill, just the same as you are. 

The Chairman. But I can not agree that the soldier boy is Incompetent to 
spend the money. 

Mr. Fish. I have never made that statement. 

Mr. Garner. What income feature is it that you suggest? 

Mr. Fish. The present bill excludes, for instance, those above the rank of 
captain. Personally, I do not see why the officer's rank should stop at captain. 
Of course, there are not so many officers above that rank, but my belief is 
that we should put in an income-tax amendment, so that anybody who pays 
a tax on an income above $3,000 should be excluded from the benefits of the 
bill. The public agai^i do not see any reason why men who have money them- 
selves should draw from the Treasury. 

Mr. Garner. But, Mr. Fish, this whole proposition is based on the idea of 
compensating the men for services rendered in the Army. 

Mr. Fish. But how can you compensate the man who has got a large amount 
of money? 

Mr. Garner. You are not paying him for his service in the Army; you are 
undertaking to compensate him as partial compensation for his loss in giving 
service in the Army. 

Mr. Fish. You can not compensate a man who has a lot of money by giving 
him a few hundred dollars, and you will save a good many millions in the 
amount that has been estimated if such an amendment is adopted. 

The Chairman. Has any income-tax feature been suggested or incorporated 
in any bonus bill that has ever been passed? 

Mr. FisK. I could not tell you that. 

Mr. Frear. I suggested that to the different legion officers who were here the 
other day as they would come up; I suggested that very proposition, and they 
did' not feel disposed to pass on it or make any statement about it. I sug- 
gested that to the first witness that if he is paying an income tax, where he has 
an income of $2,500, that he should not be entitled to any benefits under the bill. 

Mr. LoNGwoRTH. When we first had the matter under consideration two 
years ago I suggested that proposition, and they were opposed to it at that 
time. 

Mr. Fish. I do not believe it is as important as the other proposition, but the 
other one is a very important amendment. 

Mr. Treadway. I did not hear quite what you said about the officer. Do you 
believe the officer should or should not have the benefits under a bonus bill? 

Mr. Fish. I believe that if any officers are included all should be. 

Mr. Treadway. Do you believe any or all of them should get it? 

Mr. Fish. I would not exclude any, particularly the first and second lieuten- 
ants. 

Mr. Treadway. Why not? 

Mr. Fish. It would be too small an amendment to strike out the captains. It 
would be better to include all officers and insert an income-tax provision. 

Mr. Green. Mr. Fish, you spoke of the sentiment of the service men in your 
own State. Do you think you know the sentiment of the service men outside of 
your State well? 

Mr. Fish. I think I know it as well as any other service man. I think I know 
as well as any other service man in this country the sentiment throughout the 
country, because I have been active in the affairs of the legion, not only for one 
year, as some of the legionaries, but for many years. I believe my first amend- 
ment would be well received in every State. 

Mr. Frear. Do you think you could get any report that would help the com- 
mittee out? 

Mr. Fish. I. will see if I can. 

Mr. Frear. You could take it up by telegraph. 

Mr. Fish, Yes. 

Mr. Treadway. Have you taken up this cash payment feature with your 
fellow service men in the House? 

Mr. Fish. Yes, sir ; I have talked it over with many of them, and I have not 
heard of one being against it. I think they are all in favor of it. I have not 
heard any of them say they were against it, but I have heard a lot say they were 
in favor of it. 

The Chairman. Gen, Liord, I understand you are waiting for information, but 
while you are waiting we would be glad to hear from you on the bill. 
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statement of bbig. oen. h. m. lobd, chief of finance, 

united states abht. 

The Chairman. General, I am glad to see you here, sir. 

Gen. LoBD. Have you any questions to aslc or statements to make as to the 
kind of information you wish me to furnish? 

The Chairman. Whatever statement you wish to make. 

Gen. LoBD. I received a telephone query last evening that you wanted me to 
grive certain information as to the amount of money House R.- 1 would involve — 
I presume, provided all claimants take the cash payment. 

Mr. Long WORTH. General, I would like to have an estimate from you on the 
assumption that 50 per cent take cash and 50 per cent take the other options. 

Gen. Lord. Fifty per cent take cash, and the balance? 

Mr. LoNGWORTH. And the balance by these other various options. 

Gen. Lord. That is, equally divided among the other options? 

Mr. LoNGWORTH. Well, largely to the certificates. Suppose 50 per cent take 
cash, how much, in your judgment, would it be necessary to raise annually for 
two years and a half to pay the cash bonus? 

Gen. Lord. That is, 50 per cent of those who are entitled to payment under 
the bill, and you will not exi)ect me to furnish a distribution of the remaining 
50 per cent? 

Mr. LONGWORTH. Not for the present ; that would be so difficult. 

Gen. Lord. That is, take for granted that 50 per cent of those entitled to pay 
accept the cash bonus on the basis of this bill, H. R. 1? 

Mr. LoNGwoRTH. Yes, sir. 

Gen. Lord. I have a statement here which has been prepared by the statistical 
department. This statement was based on the provost marshal's records. The 
statement is being modified to-day from The Adjutant General's records, which 
have now beeti so brought up to date that we have a more definite basis on which 
to figure, but I will submit this statement to you prior to submitting the modi- 
fied statement. 

This estimate Is on the adjusted-service pay in H. R. 1, on the assumption 
that all eligible veterans who apply elect to receive the adjusted-service pay. 
The service period for which the pay is to be made is from April 26, 1917, to 
June 30, 1919, inclusive. 

The maximum days of service then would be 816, the maximum of days for 
which pay would be due would be 816 minus the first 60 days, or 756 days, 
which would be the maximum number of days for which pay would be due. 

The average number of days served June 30, 1919, would be 389 ; the aver- 
age number of days for which pay would be due would be 326, again deduct- 
ing the 60 days. The number of man days in the total Army to June 30, 1919, 
inclusive, would be 1,443,630,000. 

The number of man days in the American Expeditionary Forces to June 
30, 1919, inclusive, which is largely an estimate, would be 611,380,000. 

The ratio of man days in the American Expeditionary Forces to man 
days in the total Army would be 0.4235. 

The number of men demobilized to February, 1920, including officers, is 
3,464,240. The estimated men entitled to adjusted service pay is 2,975,000. Pay 
at $1 per day, taking the 2,975,000 multiplied by 329, the average number of 
days for which pay would be due, multiplied by $1 for service in this country 
on the basis of domestic service, would make a total of $978,775,000. 

Additional pay for overseas service secured by taking the 2,975,000, mul- 
tiplying it by the 329, then by the percentage of the overseas Service to the 
man service in this country, or the domestic service, which would be 0.4235; 
multiplying that by the 25 per cent which is over and above the $1 allowed 
for service in this country would give 103,625,000, which would make a total 
payment of $1,082,400,000. 

Mr. Treadway. What are those figures, please? 

Gen. Lord. $1,082,400,000. 

Now, the impression made upon you is the impression it makes upon me is 
that it is not enough, it is too small, and that is the reason why we have 
started from another basis of estimate, checking The Adjutant General's 
records against the provost marshal's records, entirely independent of this 
estimate, and bringing the new statement up against this to see what the 
mean would be between the two, which I think will give a fairly accurate 
estimate on the basis that all beneficiaries take the cash payments. 
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Now, we have not taken into account the death of eligible veterans since 
demobilization, limitations on amounts paid to individuals as between $500 
and $656. 

Mr. Green. That will reduce the amount some. 

Gen. LoBD. Yes. Nor the exception of officers holding commissions as officers 
above the rank of captain, or eligible veterans who fail to apply for pay. 

Mr. Bachakach. Did you take the 60 days off? 

Gen. Lord. Sixty days; yes. 

Mr. LoNGWOBTH. Then if every man entitled to compensation should elect 
to take cash the amount would be $1,000,000,000? 

Gen. Lord. According to this, $1,082,400,000. 

Mr. LoNGwosTH. And that carried over a period of two and one-half years 
would amount to very nearly $500,000 a year? 

Gen. LoBD. Approximately. 

Mr. Freab. Four hundred million. 

The Chaibman. Four hundred and fifty million. 

Gen. LoBD. About that. 

Mr. LoNGwoBTH. Now, if 50 per cent of those should elect to take cash that 
would reduce that to $225,000,000? 

Gen. LoBD. $225,000,000. 

Mr. LoNGwoBTH. $225,000,000 a year? 

Mr. Gabneb. And that does not take into account these exceptions you 
speak of? 

Gen. LoBD. The exceptions would reduce the total. But I wish to qualify 
that. The total seemed so much less than we had been led to believe it would 
cost that we felt as a matter of duty to the committee that we should attack 
it from another angle. 

Mr. LoNGWOBTH. In the Senate report, the report on the McCumber bill, it 
put the minimum cost at $1,560,000,000. You have taken nearly $560,000,000 off. 

Mr. Gabneb. Four hundred and eighty million. 

Gen. LoBD. Yes. 

Mr. Green. May I ask whetlier the Senate was considering the Army only or 
considering also the other branches of the service? 

Mr. LONGWOBTH. The statement is that they believed that possible cost of 
this would be $1,560,000,000, based on the assumption that every veteran would 
accept cash payment. That is the basis they went on, and that is the basis I 
should think we should go on. 

Gen. Ix)RD. I am familiar with that statement in the Senate report, but they 
must go to the same source for their basis that we go to, and that is the record 
of The Adjutant General of the Army. He will be here, if he has not already 
arrived, and he agrees with me that this looks too small. 

Mr. Garner. General, would it be too much labor on your department to 
give us not only an estimate on 50 per cent cash, but an estimate on 20 per cent 
certificates, 12^ per cent on land settlement 

Gen. Lord. Just a minute; 50 per cent cash? 

Mr. Garner. Fifty per cent cash, 20 per cent certificates, 12^ per cent on 
home building 

Gen. Lord. That is the farm settlements? 

Mr. Garner. Twelve and one-half per cent farm settlements, 12^ per cent 
home building, and 5 per cent vocational training. That brings it to 100 per 
cent. I would like to have that, because I have as much right to guess as 
anybody else. 

Mr. LoNGwoRTH. I think that would be very valuable. 

Mr. Garner. That is my guess of the methods that would be pursued by the 
soldiers in taking advantage of this measure. 

Gen. Lord. We will be glad to do it. 

Mr. LoNGwoRTH. I would amend by putting more for certificates. 
Mr. Garner. It might be 25 per cent. 

Mr. LoNGWORTH. If you get any definite basis you can work from that. 
Mr. Garner. If I understand it. General, The Adjutant GeneraVs office with 
this basis of calculation is not yet ready to report? 

Gen. Lord. The Adjutant General is here. As I stated, The Adjutant General 
and I agree that apparently this total is too small. Now, we are attacking 
it from another standpoint, and it will be a valuable check against this state- 
ment. 
Mr. Garner. You could give that to-morrow, probably? 
Gen. Lord. We will have it for the committee to-morrow. 
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The Chairman. All rlprht, General, that Is ver>^ kind of you. Is that all? 

Gren. Lord. Before I leave, I have taken the liberty to ask The Adjutant 
•General to come here to-day, and also Judge Ginn, the Assistant Comptroller 
-General, because I wanted to discuss with the committee section 9 of this 
"bill. In the finance department here in Washington we have had one expe- 
rience with a bonus — that is, the 60-day bonus that was payable to men on 
reparation from the service after the signing of the armistice. 

Mr. Frear. What page is that? 

Gen. IjORd. Page 6, the second paragraph of page 6. 

There were 1.665.787 men who had been discharged from* tlie service when 
the act of February 24, 1919, went Into effect. These men had been* discharged, 
and the moment the bill became a law we were besieged for payment of the 
^60 bonus. On the date the bill was signed applications came to the finance 
office in Washington for the payment of that $60 bonus. The first day we 
began payment the office was stormed. Applicants broke down railings and 
broke windows and we had to call the police to protect our disbursing officers. 

Now, you have involved in th's bill 3,500,000 payments approximately. They 
will not all be elgible to pay, but the majority of them will make application, 
:and this will require just as much time and labor to ascertain whether they 
are not entitled to the bonus as to ascertain whether they are entitled to it. 

Section 9 provides that before payment can be made — it is constraining — be- 
fore payment can be made to any one of these applicants, the records must be 
sea»'ched, wherever they may be, to see whether any of these soldiers are In- 
debted to the Government. 

Now, before any disbursing officer of the War Department could pay one of 
these claims, no matter how carefully his records of service had been prepared 
and certified to, every one of those claims must be submitted to the office of the 
Gomptroller General, to the general accounting office, to ascertain whether or 
not that man owed the Government anything. 

IMr. Watson. What is the nature of the claims? 

Gen. Lord. There might be a little coffee money, there might be an overpay- 
ment of travel allowance of a few dollars, there might be an overpayment of 
pay, a short deduction of court-martial charge. 

Mr. Chandler. Would it not cost more to ascertain that than to pay them? 

Gen. Lord. It will cost two or three t'mes as much to collect it as we will 
collect. Judge Ginn and I have discussed this matter, and I think the assist- 
ant comptroller will indorse my statement that that would result. 

The Chairman. General, that was incorporated here upon the suggestion of 
somebody from the War Department. 

Gen. Lord. I thnk it was incorporated from a suggestion made by me. In 
your original bill, if I recall rghtly, you had a provision that this bonus payment 
«honld not be subject to attack for any purpose whatever, and that it should 
be immune from reduction on account of indebtedness to private persons as 
well as to the Government. I think I subm tted a memorandum to yon per- 
sonally, showing that at that time we were uncovering a number of indebted- 
nesses, that we were clearing them up rapidly, and that whenever we knew 
of indebtedness to the Government we should be allowed to collect it. This com- 
pels us to do it, and would seriously retard payments. 

]Mr. Frear. Your suggestion is to strike out sect'on 9? 

Gen. Lord. Eliminate section 9. We have collected all amounts that are 
collectible in our office. 

. The Chairman. Would it fix it if in line 11 we inserted the word " may " 
Instead of "shall"? 

Gen. Lord. " May,-* under the construction of law, may have practically the 
effect of "shall." 

Mr. Garner. Have you not that authority under the statutes as they now 
exist, where you find you owe a sergeant a certain amount and you find he 
is indebted to the Government, would you not be justified under the present 
law in deducting that from the check you sent him? 

Gen. Lord. Yes; we would without that. 

The Chairman. Without section 9? 

Gen. Lord. Without section 9. Whenever we have it and can find it we can 
collect it, and our plan is that we would work out with the Comptroller General 
a method of handling these cases so that you do not by such legislation as sec- 
tion 9 absolutely stop payments. 

The Chairman. Then your suggestion is, General, that we strike out sec- 
tion 97 
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Gen. Lord. Yes ; eliminate section 9. And we do not in doing it sacrifice any 
autliority or right to collect whenever we find there is an indebtedness to the 
Government. 

Mr. Frear. It saves an enormous amount of work. 

Gen. Lord. Now, you have other suggestions here that are going to slow 
down payments. You find them on page 9. I would like to h^ve The Adjutant 
General of the Army, with whom will rest the duty of working out the details 
of the payment of this bonus and the preparation of the statements of service 
on which the disbursing officer will pay, given an opportunity to be heard, Mr. 
Chairman. 

The Chairman. All right, sir. Thant you. General. 

STATEMENT OF MAJ. GEN. P. C. HABB.IS, THE ADJUTANT GENEBAI* 

OF THE ABHT. 

The Chairman. General, we thank you for your presence. 

Gen. Harris. I am speaking as The Adjutant General and not for the War 
Department. I was unable to see the Secretary of War in person after I was 
notified the hearing was to be to-day. I am quite sure the Secretary will agree 
with me, and if pot I will request him to communicate wuth the committee. 

There are certain provisions that to my mind are of doubtful propriety and 
will, as Gen. Lord has explained, very materially slow up the work of paying^ 
the bonus and will probably cost the Government more to administer than they 
will save. The first is in section 203, paragraph 3. 

Mr. Hawley. What page? 

Gen. Harris. Page 8, cm line 14, " Member of a development battalion." In 
order to determine what inducted men actually served as members ot a 
development battalion and the period of service' it might be necessary to 
examine the records of every drafted man or of all the mobilization camps. 
Those men were not in the development battalion through choice; they were 
inducted the same as other men; some were there only a few days, some a 
few weeks, and others longer. As a matter of equity and justice I think those 
men in the development battalion are entitled to the same bonus as the other 
men. 

Mr. Hawley. Then you recommend striking out the words in brackets, " Mem- 
ber of a development battalion (except an officer or enlisted man detailed 
thereto)," in lines 14 and 15? 

Gen. Harris. Yes. The next is Ines 15 and 16, " Member of the United States 
disciplinary barracks guard." Those men of the disc'pllnary barracks guard 
were enlisted men or inducted men. They wore ordered there, not because they 
desired it, but because they were needed to perform guard duty as enlisted 
men. Some were there for a short time and some for a longer time, but their 
duty was just as arduous as any duty 'n the United States. 

Mr. Frear. Why was that inserted among the exceptions? 

Gen. tl ARRIS. I do not know. It was done without 

Mr. Frear. Without consultation? 

Gen. Harris. Without consultation with me. Those men worked very hard 
during the war; the duty was very arduous. The men did not want to stay 
there. I was in charge of the disciplinary barracks and am very familiar w'th 
their work, and I know we had great difficulty in getting men to stay there on 
account of the arduous duty. 

The Chairman. You recommend they be not included? 

Gen. Harris. I recommend the words, "Member of the United States dist*- 
plinary barracks guard," in Ines 15 and 16, be stricken out. 

Mr. Frear. Does that include a great many men? 

Gen. Harris. No ; the number of men is probably not more than about 200 at 
any one time. I do not know why it should have been put in there. The num- 
ber was very small arid, as I say, the individuals did not want to go there; 
we had to order them there. 

Mr. Garner. General, let me see if I understand you. If these provisions 
remain ^n here, "Member of development battalion" or "member of disci- 
plinary barracks guard," you would have to go through the records of all the 
men in order to know whether they came within the exception? 

Gen. Harris. I would have to go through the records of the three disciplinary 
barracks to get the names of the members of the disciplinary barracks guard. 
This would not cost much money, but to get the names of the men In the de- 
velopment battalions would necessitate either a search of the records of the 35 
or 36 camps or a search of the records of all inducted men. 



soldiers' adjusted compensation. 109 

Mr. Gabneb. It would involve quite an amount of labor? 

Gen. Habbis. It would involve quite an amount of labor in my office. 

Mr. Fbeab. What does that mean — "disciplinary barracks" — the Jail or 
guardhouse? 

Gen. Habbis. Military prison. 

Mr. Fbeab. It includes the men fn the guardhouse? 

Gen. Habbis. Those men have been sentenced to dislionorable discharge from 
the service. 

Mr. Fbeab. Men in the guardhouse? 

Gen. Habbis. They are prisoners, really. 

Mr. Fbeab. That is probably the reason they were excluded, because they 
were prisoners. 

Gen. Habbis. The disciplinary barracks guards were not prisoners ; they were 
guarding prisoners. The convicted men were confined at the disciplinary bar- 
racks. It was really the prison at Fort Leavenworth, and these men of whom 
we are speaking are the men who guarded the prisoners. 

Page 9, paragraph 5. It w^ould be particularly difficult to determine the men 
who entered the service for special or limited service only, and personally I 
think those men are entitled to the bonus as much as any other men who served. 
It was their misfortune that they were not physically able to do full military 
duty. They were inducted and they received the same pay as* the men who 
served in the line, and my own opinion is that, as a matter of equity, they are 
entitled to the same bonus. 

Mr . LoNGWOBTH. Are there very many of these? 

Gen. Habbis. I do not know. According to the only report I was able to put 
my hand on this morning there were up to September 11, 1918, something like 
92,000 ; more later on. 

Mr. Hawley. But they performed the service they were ordered to perform? 

Gen. Habbis. Yes, sir. 

Mr. Fbeab. Were there, applications or effor:s made by the men to get Into this 
limited service? 

Gen. Habbis. No ; they were inducted into the limited service because they 
were not physically qualified for general military service. • 

Mr. Gabneb. In other words, it was not the fault of these men that they did not 
render service in the line of combat? 

€ren. Habbis. That is it exactly. Some overzealous men did apply to be In- 
ducted, some men who were helplessly crippled. 

Mr. Gabneb. And the Government accepted their service? 

Gen. Habbis. And the Government accepted their service. 

Mr. Fbeab. What was this limited service ordinarily ? 

Gen. Habbis. Largely clerical, or service with the several staff corps and de- 
partments. 

Mr. Fbeab. Did they get extra pay for that service? 

Gen. Habbis. No, sir. 

Mr. Hawley. And they released able-bodied men for other services? 

(Jen, Habbis. Yes; and those men would probably have been able to make 
two or three times as much money in civil life in clerical positions as they re- 
ceived fi'om the Government at the regular pay of soldiers. 

Mr. Gbeen. Are "we to understand. General, that practically all of these men 
were physically disqualified for line duty ? 

Gen. Habbis. Yes; all. 

Mr. Gbeen. I understand there were some assigned to limited service duties 
who were not physically disqualified. You think that is not so? 

Gen. Habbis. My impression is it is not. There was no law for inducting for 
limited duty men who were not physically disqualified for full military duty. I 
am quite sure of that. I can not conceive of any reason for inducting men for 
limited service that were not physically disqualified for regular service. 

Mr. Fbeab. What would be the status of a man here in limited service? 

Gen. Habbis. That is the injustice of it. Those men on limited service were 
sitting down at a desk or in a shop doing equal work with men in full military 
service and drawing the same pay. It seems to me they are entitled to the 
same bonus. In order to segregate these men it would necessitate my examin- 
ing the records of every man of the 3,000,000 men and over who were inducted 
into the military service, because the names of these men are not segregated, 
and I would have to examine the record of every drafted man in order to deter- 
mine whether he was in general or limited service. 

Mr. CoixiEB, That was voluntary, was it, that limited service? 
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Gen. Harbis. In some cases, but in most cases the men were inducted. 
The Chaibman. You recommend the elimination of five? 

Mr. Chandler. What other work was there besides office work and such as- 
that? Were these men in shops and other places? 

Gen. Habbis. Anything they could do. Large numbers of them were in the- 
camps, in offices doing office work, and in hospitals. 

Mr. Chandler. Any of them in the shipyards? 

Gen. Habbis. My impression is there were a few. 

Mr. Collier. And they drew exactly the same pay as a private soldier? 

Gen. Habbis. Yes. 

Mr. Collier. Some of them drew a greater pay than the private service- 
soldier? 

Gen. Habbis. Some of those in the shipyards, but comparatively few. 

Mr. Collier. Do you think they should have additional compensation, the- 
same as the boy who had no additional salary? 

Gen. Habbis. No, sir ; not if you can find those men. 

Mr. CoLLiEB. Can you not find out these men who drew this extra pay? 

Gen. Habbis. Possibly we can get some of them. 

Mr. Fbeab. There were 30,000, or very nearly 30,000, men out in the spruce- 
country? 

Gen. Habbis. .Yes. 

Mr. Fbeab. And they were detailed. That was called limited service, was it? 

Gen. Habbis. I am not sure of that. 

Mr. Fbeab. What I was going to say, under the orders of Gen. Disque he pro- 
vided they should be paid the same as the civilians; that is to say, they were 
to get and did get civilian pay. Now in a case of that kind, of course, it would 
be unjust 

Gen. Habbis (interposing). It would be unjust. It might be well to rewrite- 
that so as to authorize the department 

Mr. Gabner (interposing). Only to apply to those who drew the same pay 
as a lu'ivate soldier, or as one in any other rank. 

Gen. Habbis. I would like to submit a draft, so as not to entail too much 
work. I think the CfOvernment would lose a great deal of money if we forced 
The Adjutant General to examine the records of every drafted man just for 
this one item. However, I now find that these men were on industrial furlough 
and are therefore excluded under paragraph (8). It will therefore not be^ 
necessary to rewrite the paragraph. 

Mr. Hawley. If these men did receive additional compensation, it was paid 
by the contractor^ 

Gen. Habbis. Yes, sir. 

Mr. Hawley. And it might not be possible for you to verify the amounts- 
paid to them. 

Gen. Habbis. It might not. 

Mr. Chandleb. Is it not a fact those men were draft dodgers, more than smy 
others, that were just hunting for an easy job and did not want to go across- 
the water, and why should they draw additional compensation or adjusted 
compensation? They should be weeded out, as they are not entitled to it. 

Gen. Harris. They were not qualified for military service, and except, for 
this service would not have been inducted at all and would have been at home 
making more money than from the Government. As I understand, one purpose- 
of the bonus is to make up the difference between the pay of a soldier and the 
pay of a man in private service. 

Mr. Chandleb. But if they got big pay from contractors in the shipyards 
should not they be weeded out? 

Gen. Ellis. Many of them are covered by an additional provision. I am not 
advocating that those men be paid the bonus. 

Section 8 excludes "any individual granted a farm or industrial furlough — 
for the period of such furlough." Now, we had something like 73,000 men in 
that status. We have the names of those men, and it is perfectly feasible to* 
note it on their records so as to prevent them drawing bonus. 

Mr. Fbeab. That takes in the men in the shipyards? 

Gen. Habbis. A large number of them. A great many of them, got industrial 
furloughs and were in the shipyards. I think you probably have that confused 
with limited-service men. 

Mr. CoLLiEB. A man physically unable to go in the Army — there was no way 
for him to get in the Army when the medical .authorities declared him unable 
to go in? 
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Gen. Habris. Except for this limited senrice. 

Mr. Ck)LijER. Therefore, draft dodging would hardly be the term to apply to 
a man who could not go across seas if he wanted to, because the Army would 
not let him go. 

Gen. Habbis. I think that would be very unfair to those men to call them 
draft dodgers. 
Mr. Chandler. Was there not a iqiecial roll of those men in limited service? 
Gen. £[ABRis. No ; they are not segregated. In order to enforce that provision,, 
it would be necessary to examine the records of every inducted man. 

Paragraph 10 provides that " any individual who has been absent from duty 
on account of disease resulting from his own intemperate use of drugs or alco- 
holic liquors, or from other misconduct — for the period of such absence." 
Mr. CoixiER. What line is that, General? 

Gen. Harris. Lines 20 to 28. If it were practicable for a reasonable sum to 
segregate those men, I would not advocate the striking out of that section, but 
it w^oUld require an enormous amount of clerical labor. While they were in 
the service they were not receiving any pay whatever for that period, and I 
think they have been probably sufficiently punished. 

Mr. Frear. It is impossible, I take it, for you to find out from your records 
as a practical matter? 

Gen. Harris. It would cost several hundred thousand dollars to determine 
those men. 
Mr. Frear. Far more than they would receive? 
Gen. Harris. Far more than they would receive; yes, sir. 
Mr. Frear. You recommend that be stricken out — section 10? 
Gen. Harris. Paragraph 10, and for the same reason I recommend that para- 
graph 11 be stricken out, at the bottom of page 9 and top of page 10; line 24 
at the bottom of page 9 and lines 1, 2, 3, and 4 at the top of page 10. 

Mr. Garner. That would involve an examination of the records of the entire 
enlistments in order to ascertain those men? 

Gen. Harris. Practically; and not only the enlisted record, but in the case 
of paragraph 10 it would require us to examine the medical record to determine 
whether a man was sick in hospital, and if he was sick you would have to find 
out whether the disability was incurred in line of duty or not in line of duty. 
Until ten or tifteen years ago we did not even deduct the pay from a man absent 
on that account, but now, when a man is absent without leave we deduct pay 
and fine him for being absent as well. 
Mr. Frear. You recommend that be stricken out? • 

Gen. Harris. Yes ; I recommend that paragraphs 10 and 11 be stricken out. 
Mr. Frear. There are subdivisions of 11, are there not? 

Gen. Harris. No ; 11 is the last paragraph — well, that is a paragraph of sub- 
division (a). These are all paragraphs of subdivision (a),. section 203, sub- 
division (b), lines 5 to 12, page 10, should be stricken out if these other recom- 
mendations are adopted. 

Mr. Green. That will not be needed if your other recommendations are fol- 
lowed. 

Gen. Harris. No; subdivision (b) will not be needed. Personally, to go back 
a little bit, I think that paragraph (2), at the top of page 8, is unfair to a great 
many young men who, while it is true they were in the permanent Military 
Establishment, came in for the period of the war, and a great many of them re- 
signed immediately afterward. They went to the training camps and selected 
the Regular Army because they thought they would get to the front quicker, and 
then immediately resigned when they returned from France. I think that should 
be changed to Include them. 
Mr. Garner. What page is that? 
Gen. Harris. Page 8. 

Mr. Hawley. Will you submit a rewording of that paragraph? 
Gen. Harris. Yes ; I will be very glad to. 

[Gen. Harris subsequently submitted the following amendment to paragraph 
(2), subdivision (a), section 203: 

Following the comma after the word " forces " in the fifth line on page 8 add 
the following: "except those who entered the service after April 5, 1917, and 
were separated therefrom prior to July 1, 1920,"] 

There is a very small matter to which I might call attention. My dictionary 
gives the word " overseas " as an adverb, though it was used in the Army, you 
might say almost universally, as an adjective. " Overseas " service should be 
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" oversea " service, I think, throughout the bill. I can find no justification for 
using " overseas " as an adjective. 

Mr. Chandler. It should be " oversea " instead of " overseas "? 

Gen. Habbis. Yes ; " overseas " service is used in the bill. 

Mr. TiMBP»LAKE. That is used throughout the bill, is it not? 

Gen. Harris. Yes. That " s " should be stricken out, to make it confonn to 
Webster's Dictionary. 

The Chairman. Is that all, General? 

Gen. Lord. Those are all the suggestions I have. 

Mr. Garner. If I understand from Gen. Lord, to-morrow morning probably 
you will be able to submit the estimate based upon the facts ascertained from 

your office. 

Gen. Harris. Yes ; our figures as to the strength, or as to the number of men 
separated honorably, have been very greatly modified in the last few months. In 
the course of preparing statements of service I have been able to get some very 
accurate information on that A year ago when the General Staff made this 
estimate they had to accept the statistics we had at that time, and it was more 
or less a guess. We can give a very close approximation now. 

Mr. Garner. You will give that information to-morrow morning? 

Gen. Harris. Yes. 

The Chairman. Thank you, GeneraL 

Gen. Lord. I would like to call attention to section 6 on page 9, where there 
is an almost negligible number of enlisted men involved, and yet it requires 
the searching of the records with little probability of finding anything about it 
after making the search. 

Mr. Garner. **Any individual performing home service not with troops and 
receiving commtitation of quarters or of subsistence-^for the period of such 
service." 

Gen. Harris. That is one I overlooked. I have that marked. 

Mr. Hawlet; You' suggest that we strike that out? 

Gen. Harris. That should be stricken out. . 

Mr. TiMBKRLAKE. What piaragraph is that? 

Gen. IjOrd. Paragraph 6 on page 9. 

Mr. Green. There are very few of those people anyway. 

Gen. Harris. Comparatively few. 

Mr. Frear. How many? 

Gen. Harris. That would be impossible to say. 

Mr. Frear. Well, I mean an estimate. 

Gen. Harris. A few thousand. 

Mr. Frear. And, of course, an individual performing home service does not 
stiike one as being a very dangerous position. 

Mr. Chandler. That does not include the conscientious objectors? 

Gen. Harris. No. It would be very dlfilcult to determine. For instance, it 
would be necessary to examine the record of every commissioned officer and, 
to get it accurate, to examine the record of every enlisted man. 

Mr. Frear! These people included in this paragraph taken out were included 
in Gen. Lord's estimate that he gave us of a billion and eighty-two million, so 
it does not add anything to the total^ amount? 

Gen. I^BD. No. 

Mr. Oldfield. What did these men do? 

Gen. Harris. Commutation of quarters or of subsistence^-that would deter- 
mine it. If a man was on duty here in Washington he would draw commutation 
for quarters, and so would not receive any bonus. If he was on duty at a camp 
he would get the jbonus. But there might be men on duty in a camp or in a city 
who were doing identical duty, while some would get the bonus and some would 
not. But the objection I have to it is the enormous amount of work required to 
segregate the men that received commutation of quarters or subsistence from all 
the oflicers and enlisted men in the Army. I really do not know how I could do it 
with the enlisted men. I could go through the officers* records, because there 
were only 200,000, but to get the names of enlisted men drawing commutation 
of quarters I do not know how I could do it. It would involve the expenditure 
of fin enormous amount of money and cost the Government more than if these 
men were given the bonus. 

Mr. Fbear. How much money would be involved in that; that Is, provided 
these men were stricken out? Would it run into several million dollars? 

Gen. Harris. Oh, no. The man might be on duty in a city and drawing com- 
mutation of quarters this week and next week go to camp and his status would 
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change, so it is difficult to make an estimate. I would say It would not be many 
hundred thousand dollars, and it would cost that much money to go through the 
records of all the enlisted men and officers, besides I really do not see how it is 
practicable to do it, especially with the enlisted men. 

Mr. Freab. It would not be economical for the Government? 

Gen. Harris. I do not think the Government would save a nickel by it. It 
would not only cost a lot of money, but it would slow up the whole prcess. 
Most of these recommendatiofis of mine have been with a view of rendering it 
unnecessary — if the committee cares to bear with me a few minutes — ^make it 
unnecessary to go into the men's jacket. For the enlisted men of the Army I 
have a jacket like this. This Jacket contains the complete military record and a 
part of his medical record. In preparing the statement of service furnished to 
the adjutants general of States I anticipated a bonus law might be passed at 
some time, so I put on the outside of the jacket the data that I furnished to the 
adjutants general of States. If these paragraphs to which I have called atten- 
tion be eliminated I can get practically all the information I need from the out- 
side of the jacket, and you can see how much saving will be effected if the 
Government uses that information instead of going inside and examining all the 
records. 

Mr. Frear. How many jackets have you? 

Gen. Harris. Al>out four and one- half million, including the men discharged 
from the draft and the men discharsced on November 11, just after induction. 
There are at least 7.5,000,000 papers in all these jackets and it would be quite 
a little work to examine all of them. 

Mr. Garner. General, before you take your seat, may I ask a question rela- 
tive to the cost of administjering H. R. 1 with these provisions stricken out? 

(Jen. Harris. Well, I can speak only for The Adjutant General. With those 
provisions stricken out it would probably cost about $1,250,000. 

Mr. Garner. As far as your office is concerned? 

Gen. Harris. As far as my office is concerned ; yes, sir. , 

Mr. Garner. Of course, that does not include the disbursing office? 

Gen. Harris. No, sir. 

Mr. Garner. What additional cost outside of your office and the disbursing 
office? 

Gen. Harris. I think that would be about all. 

Mr. Garner. Gen. Lord, what would be the total cost of administering this^ 
bill, in your judgment, if it were put upon the statute books? 

Gen. Lord. After quit* a careful consideration of the matter we figure that 
at the outside it would be $1 a man. That would include The Adjutant Gen- 
eral's Office, the finance, the rented quarters, the procurement of the necessary 
machines, addressographs, and the like, and we could keep well within an 
estimate of $1 per man. 

Mr. Frear. That is less than one-quarter of 1 per cent. 

Gen. Lord. Yes. Gen. Harris and myself, after getting the statement I sub- 
mitted, could not see how these various exceptions of 60 days and those dis- 
charged from the draft without service would make tJie difference between 
approximately 3,000,000 beneficiaries and 4,500,000 of whom he has a record, 
and for that reason we instituted, as T stated, another study of the case from 
the basis of The Adjutant General's record. 

Now, we have just learned by phone from the statisticians who are working 
on it that they have proceeded far enough to show the results they will get will 
approximate very closely to the estimate I have given to-day; but you must 
remember they are only estimating for the Army ; the Navy and Marine Corps 
are to be added to that. They will help you along to the billion and a half that 
has been discussed. 

Mr. LoNGWORTH. Your estimate is only for the Army? 

Gen. Lord. I can speak only for the Army. 

Mr. Frear. What proportion would that add? Have you any idea? It would 
add something. 

Gen. Lord. I do not know the maximum strength of the Navy, and I would 
not want to give you a wrong impression. Gen. Harris would be more apt than 
I to know what their enlisted strength was. 

Gen. Harris. It was about half a million in the Navy. 
Mr. Frear. Compared with 4,000,000 in the Army? 
Gen. Harris. Ye& 
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Mr. Fbeab. And that would only be one-eighth? 

Mr. Hawley. Would the average days of service of the men in the Navy be 
greater than the average days of service of the men in the Army? 

Gen. Habbis. I imagine not. 

Mr. Gabner. Where can we get the information touching the Navy? 

Gen. Habbis. The Bureau of Navigation, I imagine. 

The Chaibman. Is there anybody else present who wants to be heard? We 
are waiting for Mr. Cook, but if the committee wants to hear him to-morrow 
we will not wait any longer. 

Mr. Gbeen. Mr. Andrews has been here all the time. 

The Chaibman. Is Mr. Andrews here? I sent word through Mr. Treadway 
that we would hear Mr. Andrews to-morrow morning. Is there anybody in the 
room who wishes to be heard on the bonus bill? There does not seem to be. 
We will adjourn until to-morrow morning at 10 o'clock. 

(Whereupon the committee adjourned until to-morrow morning, February 3, 
1922, at 10 o'clock.) 



Committee on W^ays and Means, 

House of Repbesentatives, 

Friday, February 5, 1922. 

The committee this day met, Hon. Willis C. Hawley presiding. 
Mr. Hawley. The committee will come to order. 

STATEMENT OF HON. JOHN PHILIP HILL, A BEPBESENTATIVE IN 
CONGBESS FBOM THE STATE OF MABYLAND. 

Mr. Hill. Mr. Chairman, I would like to ask permission of the committee 
to file as a part of my statement the other day a letter which should have been 
liled then from ,the national headquarters of the Association Against Prohibition. 
Each of you have a copy of it. 

Mr. Hawley. Without objection, that will be done, and I suggest that the 
gentlemen give the clerk a copy of the letter in order that it may be inserted 
with his remarks. 

Mr. Hill. I will do so, and, of course, copies have been distributed to the 
members of the committee. 

Mr. Hawley. There has been no list of witnesses furnished to the Chair, but 
I think that it was stated yesterday that Mr. Andrew was to be heard the first 
thing this morning. 

STATEMENT OF HON. A. PIATT ANDBEW, A BEPBESENTATIVE IN 
CONGBESS FBOM THE STATE OF MASSACHUSETTS. 

Mr. Andbew. Mr. Chairman and gentlemen, I do not want to take up too 
much of the committee's time, but there are two matters which concern tbe 
bonus measure which seem to me to involve certain injustices and which I hope 
that the committee wiH find worthy of their consideration. 

The main purpose of the measure as stated in all of the indorsements is the 
endeavor, so far as possible, to make up the difference between the compensa- 
tion of those who offered their lives in the service and the payments which 
were received by others who remained at home in civilian service during the 
war. But, curiously enough, there is no provision in the bills to adjust the 
payment of those men who died in the war, or who died subsequent to the war 
and before the passage of this act. 

The bills in the House and in the Senate provide, in case a man lives to make 
application for the benefits and privileges provided in the act, and then dies 
subsequent to making application, that those benefits and privileges for which 
he had applied and which he had not received shall go to his family or to his 
estate. In the case of cash payments, the unpaid payments will go to his es- 
tate. In the case of the other forms of benefit, whatever remains will go 
either to a designated beneficiary or, if there is no beneficiary, to his estate. 

I can not see that the position of a claimant who dies after making applica- 
tion differs in any way from that of a man who died before he had the chance 
to make an application, or who died In the course of the war, and it would 
seem to me only fair and just that some provision should be made in the bill 
which would allow the benefits provided by the act to go to the estate or to 
the family of a soldier or sailor who died during the war, or of a veteran who 
survived the war and who died before the passage of the act. 
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That is to say, as it is now framed, a veteran who died one week after 
making application would profit through his estate from whatever benefits 
and privileges are provided by the act, but if he had the misfortune to die one 
week before the act went Into effect his estate would not profit And I can 
not see that that is Justified in logic or In reason, and I feel so convinced of this 
that I think it must be only because the matter has been overlooked. 

Mr. TiMBERLAKE. What method would you suggest as to that? 

Mr. Andrew. I think that there should be a clause included in the bill 
which would provide that the relatives or estate of a man who died in the 
course of the war, or who died previous to the adoption of this act should 
receive the same privileges and benefits as are allowed to the families or 
estate of those men who had the fortune to live and make application. 

Mr. Copley. Of course, the man himself could not choose in that event, 
as he would be allowed to, under the provisions of this act, if he should live. 

Now, what you think is that we ought to just put him in the cash bonus? 

Mr. Andrew. I should say the privileges of the cash bonus, or. the certifi- 
cates, or farm and home aid, or land settlement. 

Mr. Timberlake: Why not leave his widow or his administrator of hig 
estate to make the selection? 

Mr. Copley. Well, he could not take vocational training? 

Mr. Timberlake. No. 

Mr. Copley. May I ask this, Mr. Andrew, would you give that money to a 
man's estate, for instance, provided he had no beneficiaries within a certain 
degree of relationship, as, for instance, nothing closer than a second, third, 
or fourth cousin? 

Mr. Andrew. No; I should not; but I can see no difference between the 
estate of the man who dies after the passage of the act and that of the man 
who dies before. It does not seem to me that there is any difference. 

Mr. Copley. Neither do I; but, on the other hand, the man himself is not 
going to be benefited. 

Mr. Andrew. Exactly. 

Mr. Copley. And even so, you would leave it to people who Were very, very 
remote relatives. Do you think that that ought to be allowed or not? 

Mr. Andrew. No; but if they are not allowed to profit in the case of men 
dying before the passage of the act, then I say that they ought not to be allowed 
to profit in the case of the men dying subsequent to the act. I should make 
the same restrictions applicable to all cases. 

Mr. Copley. Take, for instance, the case of a man who dies without any 
near relatives, whose relatives are very remote, and yet he is engaged to be 
married to a nice young girl, who he would really want to have that. He 
would much rather that it would go to his betrothed, would he not? 

Mr. Andrew. Unquestionably he would. All that I argue is that the same 
logic should apply to the man who had made his application as applies to 
the man who has not lived to make it 

Mr. Copley. I agree with you absolutely, and I am going to vote for it ; but 
I also believe that there is this difference in that, if it comes to some remote 
relative in whom he had no interest, I doubt very much whether the man 
himself, if he were alive, would allow his money to go to them. 

Mr. Andrew. There is another alternative which I should indorse, and that 
is to provide in both cases what I believe was provided in the war risk insur- 
ance act. I would suggest that some such restrictions as were carried in that 
insurance act be incorporated in this bill. I am not in a position to say 
exactly what restrictions were provided in that act, but the insurance, as I 
recall it, would go first to the wife, if there were a wife, then to dependent 
children, then to dependent parents. 

Mr. Hawley. Mr. Andrew, might I suggest that you prepare your sug- 
gestion in the form of an amendment, indicating the changes proposed to 
H. R. 1. That will give us the suggestions in the right form, in the form of 
an amendment, and will be an exact thing for the record. 

Mr. Andrew. I will do that very gladly. 

Mr. Hawley. And I would suggest that you introduce that into your 
remarks. 

Mr. Andrew. I will be very glad to do that. 

I would insert among the miscellaneous provisions under title 7 the follow- 
ing amendment: 

" If any veteran, as defined in section 2, title 1, died either during the war or 
before making application, the benefits of adjusted-service pay, as authorized 
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and defined by the provisions of title 2, or the benefits of adjusted-service certifi- 
cates, as authorized and defined by the provisions of title 3, or the benefits of 
farm or home aid, as authorized and defined by the provisions of title 5, or the 
benefits of land settlement, as authorized and defined by the provisions of title 6, 
shall be extended to the relatives hereinafter specified under such regulations 
as the Secretary of War and the Secretary of the Navy shall jointly prescribe: 
Provided, That application for such benefits be made within two years after the 
passage of this act : And provided further, That the deduction of payments for 
60 days of active service, referred to in section 202, shall not be made in comput- 
ing the benefits accruing to the heirs of any veteran who did not receive the 
payment of $60 under section 1406 of the revenue act of 1918, because of death 
either before or after the passage of that act. 

" The benefits authorized by these provisions shall apply, first, to a widow if 
living and unmarried ; second, if there is no widow living and unmarried, then 
to a child or children ; third, if there is no child or children, then to a fatfier : 
Provided, That the terms " child or children " shall include a legitimate child, 
a child legally adopted, a stepchild if a member of the veteran's household, an 
illegitimate child, if acknowledged in writing signed by the parent, or if the 
veteran is judicially decreed to have been the parent of such child, and that the 
terms " mother " and " father " shall include stepmothers and stepfathers, moth- 
ers and fathers through adoption, and persons who have stod in loco parentis to 
the veteran at any time prior to his enlistment or induction for a period of not 
less than one year." 

I should like to say a word also with regard to another matter concerning 
this soldier bonus. I have not had a chance to hear all that has been said 
before the committee, but it seems to me to be a rather unusual procedure in 
connection with this bill, that of attaching a special revenue measure to a 
special expenditure measure, and that it is apt to work prejudicially to the 
veterans. 

When the other war claims were paid, as under the Dent Act, when, I under- 
stand, nearly $3,000,000,000 was paid to war claimants, there was no spe- 
cial tax or revenue measure provided to make those, payments. 

if to every measure authorizing expenditure there had to be attacheil a 
measure providing revenue, it would prejudice all people who have to pay the 
tax against that particular expenditure. 

If, when you make an appropriation of $500,000,000, which you are going to 
do to reimburse the railroads, there were a particular tax levied to provide that 
money, every man paying that tax would be distinctly prejudiced against the 
railroads, and it seems to me that the same prejudice will arise in this case. 
If you establish any system of taxes to meet the expense of paying the veter- 
ans their adjusted compensation, then everyone called upon to pay it will in- 
stinctively feel a prejudice against the veterans because he has to make this 
payment. And it seems to me to be an unusual procedure and does not seem 
to be altogether fair. There was 

Mr. Frear (interposing). May I interrupt you right there? 

Mr. Andrew. Yes, Mr. Frear. 

Mr Frear. We are going to pass a $500,000,000 appropr:ation for the rail- 
roads. As the gentleman from Texas — Mr. Garner — ^brought out yesterday, we 
did not at that time put on any special taxation method for raising that 
$500,000,000. 

Now, the testimony last night of Gen. Lord and Gen. Harris was that it 
would take two or three million dollars a year for two years and a half. 

Now, right along that line, is there any more reason why these soldiers who 
have served their country should have a tax placed so as to prejudice their 
claims — for instance, a consumption tax in which they would be obliged to eon- 
tribute toward their own bonuses — is there any more reason why that should 
be done with regard to the soldier bonus than there is for anything else? 

Mr. Andrew. I do not see it. 

Mr. Bachabach. I think there is a difference there, Mr. Frear, because niosf 
of the States in the Union have voted a soldier bonus, and all of the States 
have a great percentage favorable to the soldiers' bonus, or compensation, as it 
inay be termed. And so I could see that there would be no serious objection to 
putting a tax on for the specific purpose of raising money to meet that com- 
pensation. L 

Mr. Freab. May I suggest right in that connection that there are some people 
who now desire to advocate the sales tax, Mr. Andrew? 

Mr. Andrew. I do not know about any particular tax, but so far as any tax 
is concerned it seems to me to be an unusual and unjust procedure. It may 
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have had some precedents, but it is not customary to attach a revenue measure 
to an expenditure measure, and it is only natural that every man who has to 
pay the tax, whether it is a general sales tax or a tax on gasoline or upon auto- 
mobiles, or bank checks, or extra postage, will be inclined to say, " Damn the 
veterans," because he has to pay it, and it does not seem to me to be fair. 

If I may add one other word in that connection, it is this, that I understood 
from the Secretary of the Treasury yesterday that there would be during the 
coming year a deficit of about $300,000,000. l can not see why there should be 
a special tax levied to pay the veterans adjusted compensation when you have 
got to furnish additional revenue of an equal amount next year to meet the 
deficit, and I believe that it will prejudice the general public against the ad- 
justed compensation. They will think that the veterans' compensation is re- 
sponsible for all the new taxes, when it may only be responsible for a part of 
them. 

And hence I think that this payment should be made out of the general reve- 
nues of the Treasury, and that all deficits for all expenditures, whether for 
$20,000,000 sent to Russia or $50,000,000 spent for the Shipping Board, or 
$500,000,000 for the railroads, or whatever othfer appropriations enter into it, 
should be lumped together and presented to Ck>ngress, and then a revenue meas- 
ure should be framed to meet the entire deficit. 

Mr. Hawley. We are very much obliged to you, Mr. Andrew. 

Mr. Andrew. I thank you very much. 

Mr. HAWLEf . We have a number of witnesses to be heard, and I suggest that 
the witnesses be brief and make their statements as concise as possible. We 
have a number of witnesses that desire to be heard to-day. I will call Mr. 
CJooke first. 

STATEMEITT OF MB. LEVI COOKE, OF WASHINGTON, D. 0. 

Mr. COOKE. I will be as brief as I can, Mr. Chairman. 

Mr. Andrews is on the point when he mentions the source of revenue coupled 
with a proviso for thd disbursement to tiie soldiers. There is nothing unique 
about that. The ancient English system of grants to the Grown always included 
a revenue measure with the grant. 

The ancient system of taxation was always coupled with disbursements for 
ftpecfftl purposes. It is very well to say that this money shall be taken from 
the Treasury for this worthy cause, but there is nothing to be gained from a 
continual scraping of the bottom of the sugar barrel without replenishment, 
and if you continue to do thi& you are going to bring discredit upon the Treas- 
ury ; and to appropriate this money when there is no provision for raising 
money is simply an act of mental folly. 

You have got to secure the:money before you spend it or else find a Treasury 
deficit which is going to endanger credit. 

Mr. Freab. In what case have we ever done that before? 

Mr. Cooke. We have never done it in the United States to my recollection. 

Mr. FfiEAR. Then why do we do it now in this case? 

Mr. Cooke. Because there is not sufficient money in the Treasury, as I said. 

Mr. Frear. We did not have it when we passed bills which are causing, a 
deficit of two of three hundred million dollars, yet we passed the bills just the 
same. We passed a bill carrying $50,000,000 the other day to settle claims of 
the Shipping Board, and there is already a deficit, according to the Secretary of 
the Treasury, for this fiscal year. 

Mr. Cooke. Yes, sir ; and you are going to appropriate the rest 

Mr. Garner (Interposing). Why did not that bill then carry sufficient taxation 
to pay that debt? 

Mr. CooKE. Well, if the committee will permit me, I am going to devote a 
short time to the policy, and I may say: 

Mr. Hawley (interposing). The committee reporting that act creating that 
deficit had no power to levy taxes. 

Mr. CooKE. I may say that we are now confronted with the greatest deficit 
in the Treasury, discrediting of the Treasury, we have ever had; and if you 
can not raise funds you can not keep on spending. You have got to do some^ 
thing to raise the money. 

Mr. Hawley. What do you have to suggest? 

Mr. Cooke. My suggestion would be along the line of Mr. Hill's, that you find 
some untaxe<i sout*c6 of revenue which, within the law and the Constitution of 
the United States, can be taxed, and will furnish a round sum to meet the 
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demand, and that will furnish a source of taxation that the people of the 
country can afford. 

The last revenue bill disclosed that every possible source of revenue was 
considered, and all of those that were considered feasible at that time were 
touched, and already there have been cases of complaint that the rates were 
too high, and that the rates have injured the country, and without going into 
harrassing discussion and argument, the last revenue bUl, speaking in a general 
way, covered the field, and it is patent that in order now to raise three or four 
or five hundred million dollars per annum for this purpose, some untouched 
source of revenue must be found, or else you must increase the hardships and 
the difficulties of the taxation system which you created under the act of 1921. 

Now, there is only one source that has been honestly suggested as being 
available at the moment, for prompt and satisfactory return of a great sum 
of that kind, and that is the tax on cereal beverages, a cereal beverage of tlie 
kind that can be sold, and that can attain the volume of production and volume 
of sale in the country that will return to the Treasury a volume of taxes that 
will give this necessary revenue. And if that can be done, without the debasing 
of the constitutional amendment and without violating the principle of prohi- 
bition, that is manifestly the thing that should be done. 

Mr. Hawley. I do not understand what you mean, Mr. Cooke, when you say 
cereal beverages. As I remember, some time ago, you appeared. before us and 
wanted the committee to reduce the taxes on cereal beverages and protested 
quite strongly against the tax on 'cereal beverages, and you claimed that the tax 
was then too high. 

Mr. Cooke. I will explain, Mr. Hawley, if I can proceed. 

We had a tax under the prior revenue act of 15 per cent on sales of cereal 
beverages containing less than one-half of 1 per cent. Those cereal beverages 
are produced at high cost, and as the industry has disclosed and has shown 
to the committee, the tax of 15 per cent on the price of that kind of a beverage 
was crushing the industry, because the people could not afford to pay for the 
product. 

In your last act you have made that tax on cereal beverages containing less 
than one-half of 1 per cent alcohol, 2 cents per gallon, and it Jls the belief of 
those who are engaged in that industry that they can struggle along at that rate 
of taxation and about break even. But as explained to the committee at that 
time the cost of production of any such cereal beverage, to make it salable, 
to make the public use it at all, is so costly that the industry has suffered very 
materially and many producers have retired from the production of that com- 
modity, and the few remaining are endeavoring still at a loss to make it a 
success. 

Now, the reason for the expense in production of that kind of a cereal 
beverage is that producers have to make a high alcoholic product and then tear 
it down in order to take the alcohol out of it, restocking the intermediate 
material and making it cost two and one-half times as much as it does to 
produce a simple fermented-out beverage. 

Now, the brew masters find in the production of this product they are really 
scientists who devote their time to the making of cereal beverages that by 
fermenting out the material and using low specific gravity wort in order to 
keep the alcoholic content down to a low point, they can make a satisfactory 
and palatable cereal beverage that will command the appetite of the public and 
that will sell, including a tax of not less than $6 a barrel, or 20 cents a gallon ; 
and if that can be done, if they were permitted to do that, the beverage will 
produce a great deal of revenue. 

Mr. Frear. Now, can you tell us whether or not this committee can do that? 

Mr. Cooke. I think so. That is my contention. 

Mr. Frear. We have recently had testimony along this line, and I was going 
to say that if it is seriously considered, we will have 100 witnesses opposed to 
your position. Of course, you readily understand that if we are going to 
continue along this line we will have to postpone the bill perhaps for a month 
or so in order to hear all of the people that will want to be heard. 

Mr. Cooke. Well, you will raise the revenue at the same time, so there would 
he no disaster in reporting out a well-rounded law that will produce the revenue 
to meet the expenditure. 

Mr. Frear. Can you give us any reasons why we should do this? 

Mr. Cooke. The point is covered in the national prohibition amendment, the 
eighteenth amendment to the Constitution, and I will read the first paragraph, 
which is section 1, which is in point : 
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" Section 1. After one year from the ratification of this article, the manu- 
facture, sale, or transportation of intoxicating liquors within, the importation 
thereof into, or the exportation thereof from the United States and all territory 
subject to the jurisdiction thereof for beverage purposes is hereby prohibited." 

Now, that is the constitutional amendment. The national prohibition act, 
which was passed in 1919, in the first section of Title II, is as follows : 

''title II. PBOHIBITION OF INTOXICATING BEVEBAGES. 

" Section 1. When used in Title II and Title III of this act (1) the word 
' liquor * or the phrase ' intoxicating liquor * shall be construed to include 
alcohol, brandy, whisky, rum, gin, beer, ale, porter, and wine, and in addition 
thereto any spirituous, vinous, malt, or fermented liquor, liquids, and com- 
pounds, whether medicated, proprietary, patented, or not, and by whatever name 
called, containing one-half of 1 per centum or more of alcohol by volume which 
are fit for use for beverage purposes: Provided, That the foregoing definition 
shall not extend to dealcoholized wine nor to any beverage or liquid produced 
by the process by which beer, ale, porter, or wine is produced, if it contains 
less than one-half of 1 per centum of alcohol by volume, and is made as pre- 
scribed in section 37 of this title, and is otherwise denominated than as beer, 
ale, or porter, and is contained and sold in. or from, such sealed and labeled 
bottles, casks, or containers as the commissioner may by regulation prescribe.*' 

In other words. Congress enacted in 1919 the law which was immediately 
passed to put into effect the national prohibition amendment, when it should 
become operative three or four months later, and Congress fixed that minimum 
or maximum limitation on alcoholic content. 

A case was soon decided in the Supreme Court of the United States, Ruppert 
, V. Caffey, 251 U. S., 264. The finding in that case was 

Mr. Fbeab (interposing). If I may interrupt you, I desire to simply express 
this point This committee has nothing to do with the prohibition question. 
That goes before the Judiciary Committee and they determine what shall be 
the alcoholic content. How, therefore, this committee can determine what 
shall be the alcoholic content of beverages under the law as it stands to-day, I 
do not see how we can report out any bill determining what the alcoholic con- 
tent shall be. 

Mr. Cooke. The question as to what alcohol liquor may contain in order to 
make it intoxicating is not a question of law and never was and never will be. 
It is a question of fact and of physiology. 

Mr. Fbeab. Then, is it your purpose to suggest a basis for levying taxation 
on something that it is a violation of the law to sell. I am trying to get your 
position. 

Mr. Cooke. I was going to tell you. When the Supreme Court passed upon 
the validity of that proposition in the national prohibition act, the case present- 
ing an attack upon the power of Congress to enact such legislation, the court 
followed the ancient rule that when the legislature states a fact and impresses 
their concept of the fact on the subject, that is the fact, and it is not to be 
further investigated by experts or scientists; and the court held that while 
more than one-half of 1 per cent alcoholic content in liquor did not make that 
liquid intoxicating, since Congress had said that it would be considered in- 
toxicating, that congressional determination determined the question. 

Mr. Fbeab. I do not think that you quite get the point ; that is, that this com- 
mittee has to do with taxation, raising of taxes. 

Mr. Cooke. Yes, sir. 

Mr. Fbeab. The Judiciary Committee is the committee which brought out that 
amendment, and which has to do particularly with the act, and that is the 
committee in Congress that can determine what shall be the alcoholic content. 

Mr. Cooke. Yes ; that is perfectly clear, Mr. Frear. If this committee reports 
a provision in this measure which provides for a higher alcoholic content, and 
the act with that provision in it is passed by Congress, the Volstead act, the 
natonal prohibition act, will be thereby amended, and Congress will have then 
stated a higher alcoholic content or can say that it is to be considered as so 
determined to be fact. 

Mr. Gabneb. Admitting for the sake of argument that undoubtedly this com- 
mittee could propose a provision for the sale of cereal beverages carrying 

per cent of alcohol, it seems to me that it would really be a waste of time for 
this committee to undertake to report out a bill of that nature, which we will 
admit for the sake of argument is constitutional, when we know the House 
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of Representatives would defeat it by more tliau a two-tliirds majority vote^ 
and tile Senate would do the same. 

Mr. Cooke. Well, that is a question of politics with which I am not con- 
cerned. If I am up against a stone wall there is not any use of talking, regard- 
less of logic or anything else. 

Mr. Garner. Well, if you have had occasion to read the Congressional 
Record during the past 10 years, which you must have had, you Icnow that every 
other bill that you have examined, every one that has proposed restrictions on 
the sale of malt of vinous liquors, has passed the House by a two-thirds 
majority, and through the Senate with a two- thirds majority vote in favor of 
it. So I am judging the future by the past. 

Mr. Cooke. Well, it is simply a Waste of time, then, to consider a topic on 
a reasonable and fiscal basis, because the gentlemen will not study it and will 
not think about it; and if Congress or the House will not consider any meas- 
ure which is as logical as this in the face of a deficit in the Treasury and the- 
conditions in the country, and suggest that some change might be warranted,. 
I will agree that I am wasting my time in holding this distinguished commit^ 
tee any longer, but I want to assert this 

Mr. Green (Interposing). I do not like for it to go into the record that way. 

Mr. GooKE. I did not nfiean to be discourteous. 
■' Mr. Green. I quite a^ree with Mr. Garner, not on the ground you state but 
beciause th€fre is a great majority in Congress whose mfnds are made up on 
this question without further argument, and I think that it would be utterly- 
futile to submit any such a proposition. 

Mr. OooKE. Thien, I had better not take up very much more of your time. 

I would like to say this, however, so that if anyone should ever find time to- 
read 'what I am' saying they would see that I did try to have a rounded-out 
concept. 

The States of the Union have i>ower under this amendment to pass provi- 
sions regarding the enforcement' of prohibition. Many of them have this one- 
half of 1 per cent limitation. A dozen or so have persistently refused to pass 
any such a limitation and they would be greatly pleased if they were able- 
to see sold- within their boundaries a higher grade, more palatable, more taste- 
ful cereal beverage than that which the act of Congress permits them to sell. 
And they would like especially to be free to ordain what seems to be wise to 
them, and if Congress should decide to give these States that latitude of 
action it would offer a great field of revenue for the Federal Treasury. 

The idea appeals to me that Congress can well afford to say, " We will not 
make your limits so low that no State can depart from them without a Federal 
Officer searching your manufacturing plants, and you can put your limit at a 
point which will give you some liberty within which to expand, and we will 
leave it to your individual judgment as to what, within physical facts, is non- 
intoxicating liquor." 

If that is done and the Congress of the United States would trust a dozen 
of the States of the Union to exercise some judgment themselves, the Treas- 
ury would then not be estopped from taking revenue in a very large sum from 
a very inocuous source and relieve the Treasury of the situation which you 
gentlemen will be confronted with for the next 10 years. 

You can get a half billion dollars revenue out of a dozen States of the 
Union if you will say that nonin toxica ting cereal beverages, containing not 
more than 2f per cent alcohol, shall be taxed at 20 cents per gallon. 

At one stroke of your pen in one paragraph of 15 words you have finally 
relieved the Treasury and done something which a great part of the commun- 
ity, whatever two-thirds of Congress may feel individually, is what the States 
and people thereof feel they are entitled to, and something which is sound 
economically. 

This is not an attack on national prohibition nor is it a driving wedge into 
the sacred structure of prohibition, and it is not an assault lipon the convic- 
tions of those who believe that so harmless a thing is dangerous. It is simply 
a broad and reasonable view. 

I would say that these are statements that you might well take into 
consideration, and that this is something that you might well consider that 
will add a half billion dollars to the Treasury assets at a time when your 
taxation is pressing hard upon the shoulders of every citizen. You have got 
to meet the very thing that Mr. Andrews spoke of. It is necessary to raise 
a dollar if you are going to spend that dollar. We have now reached the time 
when it is necessary to know where money comes from. You can not continue 
making appropriations without providing a means for raising the money. 
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Mr. Fkeab. Just in that connection we have just repealed the excess-profits 
tax, and we have repealed the high surtaxes, and that represents a loss of 
about $600,000,000. 

Mr. Cooke. You did not repeal them far enough. 

Mr. Frear. I. understand, in the judgment of some people ; but there are some 
sources of raising taxes that will enable us to get the money to pay this bonus 
bill. 

Mr. GooKE. Of course. I own a little farm and I raise some hogs on that 
farm, but I have never killed the sows in order to get a lot of pork. 

Mr. Frear. And when we repealed the excess-profits tax it never turned a 
wheel of industry, although we were promised that it would the moment that 
the excess-profits tax was repealed. Now, that was done for the purpose of 
relieving industry. And what is the objection to having that tax for a. couple 
of years if, in the opinion of the committee^ it is necessary to raise the revenue 
to meet this obligation? 

Mr. Cooke. You can raise funds out of a bankrupt company. 

Mr. Frear. And it could be put on other sources as well. 

Mr. Cooke. Mr. Frear, you know the, situation of tbe 'treasury to-day and 
you realize that taxation can go to the point at which people will crumple up 
and you will have no place to raise, taxes, which is the case in England ai^d 
other countries, In an emergency. . - 

- Mr. Frear. But j^ou understand that England only has about one- third pi 
the amount of wealth we have, while she has a, $37,o6o;000,QOO liability, or twice 
that we have, and if you know anything about foreign debts ^ou know there J^ 
about six to one,', which is a different situation. , ; , 

Mr. Cooke. We are very ready, Mr.* Freai*— without befng discourteous — to 
regard ourselves as immensely rich, and not realize that most of bur riches 
are not liquid at all. fhis is the richest country in the world and always will 
be, but taxation can make it so impossible to get the wealth from the farm, the 
mine, and the forest that we are liable to be taxing people who have not got 
the tax to pay. 

Mr. Frear. I have a statement I received yesterday from one of the leading 
financial journals of the country, that is always regarded as reliable, in which 
they state: 

" Rates for money are the lowest for many months. The call rate is down 
to 4 per cent nominal, with outside loans this week at 3i per cent, and while 
time money has not broken through the 5 per cent level generally, it is available 
on high-grade bond collateral at 4f per cent." 

That Is the statement that was made yesterday in one of the financial journals. 

Mr. Cooke. Now, all I can say in connection with that is that Congress in 
the past has had a Treasury in which the funds were piled mountain high and 
we had a constant stream of gold flowing into it. Now, to-day, you can not 
go along laying 1 more ounce here and 2 more ounces there and a ton here, 
because, if you do that, you are simply making a more unscientific system of 
taxation than the one we are struggling under to-day. Rates on call money 
or on loans mean nothing, from day to day, on the taxable resources of a coun- 
try. High taxes make high money rates in this country, in England, and in all 
other lands where credit is stiU not destroyed. I think there has been evi- 
dence of that before this committee. We have the 1921 act, which sought to 
remedy high taxation, and it is not a satisfactory act. 

Mr. Frear. Has there ever been an act or a measure proposed by Congress 
or the Treasury Department that has been entirely satisfactory? 

Mr. Cooke. Well, we have had tax laws in this country, such that the expenses 
could not begin to compare with the available funds, and you could spend any 
amount of money, and simply go and lay a tax ; and the stock-receiving room 
was so far from the shipping room that no man ever checked one against the 
other, and you always had a great reserve on the inside ; but you now have an 
entirely different situation. 

Mr. Frear. But the interest on our national debt is greater to-day than our 
entire national expenses were at that time. 

Mr. Cooke. Exactly ; you have gotten to a point where the conditions govern- 
ing the spending of money is reversed. Our Treasury has got to be balanced 
^very day, and if it is not we are going to come to a point where we are going 
to impair the credit ; and it seems that you are going to spend a half a billion 
dollars per annum or thereabout 

Mr. Frear (interposing). We do not expect to spend anything like that. 
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Mr. Cooke. Well, two or three hundred million dollars will be enough to hurt 
the Treasury. 

Mr. Hawley. Have you an amendment to submit? 

Mr. Cooke. Yes. 

Mr. EU.WLEY. What is your amendment? 

Mr. Cooke. I will dictate it Insert in the bill a proviso that " nonintoxicat- 
ing cereal beverages containing one-half of 1 per cent or more and not more 
than 2} per cent of alcohol by weight shall pay a tax of 20 c^its per gallon, 
payable under regulations to be made by the Commissioner of Internal Revenue, 
approved by the Secretary of the Treasury." 

That means that the Treasury would order meters put in the plants, and 
once a day a ganger would take the reading of the meter, and the manufacturer 
would send a check to the collector's office ; and no man in the United States 
could be made drunk by drinking that cereal beverage. That would put the 
bootlegger out of business, because he would find a nonintoxicating competitor 
for his product, and the industrial communities in this country would l^ con- 
tent, having something that they at least enjoy. You would find that such a 
measure would be a credit to statesmanship. 

I thank you very much, gentlemen. 

Mr. Gbeen. I am very nmch in the same situation as a Judge sometimes is on 
the bench. I have made up my mind and do not want to hear the other side. 
We are Just wasting our time in going into this matter, because there is no 
suggestion of prohibition before the comm'ttee. 

Mr. Fbeas. I would suggest this, that if the matter should come up in the 
committee and we are going to give it any serious coiisideration, then any wit- 
nesses that want to be heard be given an opportunity to be heard before any 
action is taken in the matter. 

Mr. Cooke. I desire to insert as part of my remarks a memorandum touching 
the legality of taxing cereal beverages containing not more than 2| per cent 
al<i(^ol. 

(The memorandum referred to is as follows:) 

Memobandum on the Legality, Psacticabiutt, and Taxability of Nonintoxi- 
cating Cebeal Beveeaoes Containing Not Mobe Than 2i Peb Cent or 
Alcohol. 

the facts. 

Cereal beverages are those beverages made from an infusion of malted and 
unmalted small grains. Containing traces of alcohol, these beverages are palat- 
able, refreshing, and of food and tonic value. They are of higher digestibility 
and physiological value than the mass of carbonated soft drinks manufactured 
by compounding flavors, sweetening, and carbonic-acid gas. 

Cereal beverages can not be made to the standard and quality properly de- 
manded by the public taste without the infusion being put through the ferment- 
ing process, the effect of which is the breaking down of the starch of the small 
grains into sugar by the diastatic operation of tUe malt, and the conversion of 
the resultant sugar into alcohol by the operation of yeast. 

Carried to its maximum of fermentation with a heavy specific gravity of fer- 
mentable material, the finished product is beer or ale of substantial alcoholic 
strength. 

With a low specific gravity the fermentable material may be fermented out 
with a resultant alcoholic content of less than 2i per cent by weight, and while 
the finished product retains all of the tonic, food, cereal, and palatability char- 
acteristic, it is none the less nonintoxicating and clearly distinguishable in char- 
acter from the beers and ales hitherto deemed to be of the intoxicating liquor 
class. 

The fact as to the nonintoxicating character of these cereal beverages was 
demonstrated in the proofs laid before the United States District Court for the 
Southern District of New York in the case of Ruppert v. Caffey et al. (251 U. S.» 
264). This case will later be discussed on the legal aspect of the question. 

In order to manufacture cereal beverages containing less than one-half of 1 
per cent of alcohol the fermentation must be conducted to the maximum secured 
with a high specific gravity fermentation. The alcohol must then be extracted 
with expensive machinery and under an expensive process, and the dealcoholized 
beverage restocked and sterilized. 

Except by an elaborate and costly process, with a cost of production too high 
to command the volume of production which alone warrants operation and results 
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in any substantial tax yield, cereal beverages of less than one-half of 1 per cent 
alcohol can not be placed upon the market, and their ultimate character of 
flavor and palatability is far beneath the requirements of the public taste. 

It is impossible to ferment out and hold the alcoholic content to less than one- 
half per cent. With a higher alcoholic content, but still not more than 2i per 
<?ent by weight, it is possible to manufacture cereal beverages by fermenting 
out the materials, thus doing away with the subsequent extraction of surplus 
alcohol and the inevitable destruction of flavor and quality which immediately 

occurs. 

The facts, therefore, present the necessity, in case a» reasonable priced and 
xmlatable cereal beverage is to be' produced, of tolerating a higher alcoholic 
<!ontent at a point ranging firom 2 to 2f per cent of alcohol by weight. This 
fermentation can be fully controlled and by management of the formula and 
process the alcohol present be limited within this range. 

DOES THE CONSTITUTIONAL AMENDMENT BEOABDINO INTOXICATING LIQUOBS WAB- 

BANT THIS TOUCBATION. 

Section 1 of the eighteenth amendment to the Constitution reads as follows : 

"After one year from the ratification of this article, the manufacture, sale, or 
transformation of intoxicating liquors within, the importation thereof into, or 
the exportation thereof from the United States and all territory subject to 
the Jurisdiction thereof for beverage purpose is hereby prohibited." 

The prohibition relates to intoxicating liquors. 

The national prohibition act by section 1, Title II, defines ** Intoxicating 
liquors " as any spirituous, vinous, malt, or fermented liquor, liquids, etc., con- 
taining one-half of 1 per cent or more of alcohol by volume which are fit for 
use for beverage purposes. 

In the case of Ruppert v. Caffey (251 U. S., 264) the Supreme Court de- 
cided that Congress validity enacted the national prohibition act, prohibit- 
ing th<B riianiifacture of irialt liquors, whether intoxicating or not, if they con- 
tain an alcoholic content of one-half of 1 per cent of alcohol by volume. This 
flnding of the court is a single conclusion that, for the purpose of enforcing 
national prohibition, Congress may declare the alcoholic content which, 
-whether in fact intoxicating or not, shall be the measure of permissible 
alcohol. 

In Rhode Island v. Palmer (253 U. S., 350, the national prohibition cases) 
the Supreme Court in its tenth conclusion found that while there were limits 
beyond which Ck)ngress can not go in treating beverages as within its power 
of enforcement, those limits have not been transcended by the provision of 
the national prohibition act fixing the limit at one-half of 1 per cent of alco- 
iiol by volume, relying on Ruppert v, Caffey, cited above. 

The Supreme Court has therefore decided that Congress may fix a maximum 
of alcoholic content, regardless of the fact as to whether or not a greater per- 
icentage of alcohol is or is not intoxicating. The court finds that the congres- 
sional declaration forecloses ascertainment of the fact. 

It i;3 -patent that Congress, even as it may fix the maximum content well 
helow the point at which a beverage becomes intoxicating, may also fix the 
X)ercentage at a higher point so long as the Intoxicating percentage is not 
reached or exceeded. It is therefore patent that Congress may, as a matter 
of policy, increase the percentage to 2J per cent by weight of alcohol if this 
2)ercentage is not in fact Intoxicating. 

The same principle which sustains Congress in an arbitrary maximum far 
below the point at which beverages become Intoxicating justifies and warrants 
any alteration which more fairly approximates a higher percentage beyond 
which the constitutional mandate operate in fact to prohibit the manufac- 
ture, transportation. Importation, exportation, and sale of liquors that as bev- 
erages will intoxicate. 

IS AN INCBEASED PEBCENTAGE OF ALCOHOL IN GEBEAL BEVEBAGES WABBANTED FBOM 

THE STANDPOINT OF POPULAR NEKD? 

As set forth from the facts first discussed regarding cereal beverages, palatable 
articles of this type can not be produced cheaply and plentifully with less than 
one-half of 1 per cent of alcohol on account of high cost of production and the 
resultant characteristics of the product after extraction of alcohol produced 
in high fermentation. Therefore, the people who desire cereal beverages are now 
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receiving an inferior product at a high cost. The volume of production is so» 
small as to have compelled the closing of many of the operations which soon 
after prohibition undertook the manufacture of the products. Those who have- 
continued to manufacture have conducted their business at a loss. There has 
been a constantly diminishing consumption of the cereal farm products used as- 
materials for these beverages. Employment of men in the Industry has been 
constantly reduced, as well as in allied industries. 

The people have been denied the most healthful type of soft dr:nk through 
the inability of manufacturers to produce a satisfactory product under the limi-^ 
tations set by Congress. The public has been driven to synthetic soft drinks and 
increased consumption of coffee, tea, and other beverages of the caffeine type. 

From the standpoint of the public health, of fostering consumption of farm- 
grown materials, and of increasing employment of workmen, it would be wise,, 
by a fair increase in the alcoholic content to be tolerated, still well below the- 
point where the beverage would become intoxicating, to enable manufacturers- 
to produce these beverages both at lower cost and in greiater quantity. 

Not only has the public been driven to increased use of synthetic nonalcoholic 
beverages with questionable rejsults on the public health, but evasion of the 
national prohibition act by the illicit production and distribution of alcoholic 
liquors has been encouraged through the inability of the public to secure cheap- 
and palatable cereal beverages. Such beverages can be made to meet the- 
public requirement without even approaching the intoxicating liquor content 
of alcohol. They can not be made, however, to meet that requirement under the 
present limitation. 

It is believed that an increased alcohoMc content in cereal beverages not 
reaching the intoxicating liquor point, would accomplish ^t one stroke the great- 
est single aid to the Government in enforcement of the constitutional prohibi- 
tion against the manufacture and sale of the true intoxicating beverages. 

The present country-wide home brewing of heavy ales would be destroyed. 
The incentive to the use of illicit spirituous liquors would be greatly diminished, 
and the absence of this use would by so much suppress illicit distillation, di- 
version of industrial alcohol and bootlegging, and the tendency to use poisonpiis 
substitutes for intoxicating liquors would by so much be thwarted. 

It is further believed that industrial workers, in whose communities home 
brewing and distilling are now widespread, would be satisfied with these cei^eal 
beverages in place of the strong beers and hard liquors to which in the absence 
of a legal substitute widespread resort is now made. 

THE ADVISABILITY OF ENCOUBAGINO CEREAL BEVERAGE PRODUCTION FROM THE STAND- 
POINT OF THE PUBLIC REVENUES. 

Cereal beverages are capable of turning into the Treasury of the United 
States, at the rate of $6 per barrel of 31 gallons, or a flat rate of 20 cents per 
gallon, not less than $500,000,000 per annum. Prior to national prohibition the 
annual production of fermented liquors of the heavy beer and ale type, for 
which these cereal beverages would furnish a nonintoxlcating substitute, were 
produced in an average annual quantity above 60,000,000 barrels and paid a 
revenue at $1 per barrel of more than $60,000,000 per annum, without consider- 
ation of special taxes Imposed upon those dealing therein. It must be remem- 
bered that these fermented liquors were sold in competition with wines and 
spirituous liquors. 

Tax actuaries estimate that if palatable cereal beverages containing not more 
than 2| per cent of alcohol could now be manufactured and sold, legally so far 
as the Federal standard is concerned, 100,000,000 barrels per annum would be 
produced in the United States, and, at $6 per barrel, or 20 cents per gallon, the 
tax yield would be $600,000,060 ; and no estimate has been made which at this 
rate promises less than $500,000,000 per annum. 

Certainly, with this product used as the popular substitute for the intoxicat- 
ing liquors formerly used, the annual consumption should be at least 30 per 
cent greater than was the consumption of the malt liquors which, prior to pro- 
hibition, reached an average of more than 60,000,000 barrels per annum in com- 
petition with all other liquors and beverages. 

While malt liquors paid but $1 per barrel prior to the war, the average price 
at which malt liquors sold left net to the manufacturer, after payment of tax, 
an average of $5 per barrel, and taking this as the base cost per barrel of pro- 
duction, nonintoxlcating cereal beverages with a tax of $6 per barrel added 
could be placed upon the market at a price of $11 per barrel, tax paid, or in 
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the neighborhood of 35 cents per gallon. Cereal beverages could, therefore, be 
retailed at a sufficiently low price to encourage volume consumption, and, at 
the same time, sustain the yield of the tax levy. 

Under the revenue act of 1918 cereal beverages containing less than one-half 
of 1 per cent alcohol were taxed 15 per cent upon the sales price, and in view 
of the high cost of production of that character of cereal beverage, coupled with 
the unpalatability thereof, not only was the tax an additional burden upon a 
costly and none too palatable a product but the tax yield to the Government 
was comparatively trifling. The total revenue realized from cereal beverages 
for the year ended June 80, 1921, at 15 per cent of the sales price, was $19,352,- 
415.29, realized upon a production of 285,825,830 gallons, or about 9,200,000 bar- 
rela The revenue act of 1921 has fixed the tax at 2 cents per gallon on cereal 
beverages, as well as on all other soft drinlss containing less than one-half of 
1 per cent of alcohol. It appeared patent that, any higher tax would be de- 
;structive of what little business the manufacturers in general could create in 
this type of dealcoholized cereal beverage. 

Revenue experts have expressed the opinion that upon a palatable cereal 
beverage, uonintox eating, but so manufactured as to meet the public taste 
without destruction of palatability through dealcoholization as a necessary 
process, consumption of cereal beverages can be increased ten-foltl, and, at 
the same time, carry a rate of revenue 10 times the rate now applicable to the 
protUict dealcoholized so as to contain less than- one-half of 1 per cent of 
alcohol. 

So far as revenue is concerned, it may bo concluded tliat Congress by tol- 
erating an alcoholic content well below the intoxicating liquor point, but which 
will permit the manufacture of a low alcoholic beverage which can be fer- 
mented out without destruction of its flavor, can open up a source of revenue, 
the avails of which to the Treasury will be not less than $500,000,000 per 
annum. This tax would be paid without hardship on the public, because 
the system woul 1 merely divert to a tax-producing article, the great sums now 
pa'd by the public for soft drinks of a character which, in their nature, are 
not so readily capable of revenue production. All soft drinks now sell at re- 
tail price in excess of what palatable cereal beverages would command on the 
volume of production and distribution which could be attained, antl the public 
by their patronage of these palatable and healthful beverages would simultane- 
ously be paying a smaller beverage bill in gross and turning in an enormous 
single item of revenue to the Treasury. 

No more easily collected tax can be conceived, since the taxes would be paid 
upon meter readings in the factories in which the beverages are produced, 
the funds being paid to the Collector of Internal Revenue in cash deposits 
based upon the quantity of tlie beverage manufactured. This system and 
process of tax collection was well established prior to prohibition with respect 
to intoxicating beers and ales. The tax could be realized practically with no 
deduction for cost of collection or supervision. 

FABM PRODUCTS WOULD BE USKD AS BAW MATERIALS, AND OTHER INDUSTRY 

BENEFITED. 

Small grains, such as barley and rice, together with grits, and hops, are the 
raw material for these products. On a production of 100,000,000 barrels per 
annum, not less than 125,000,000 bushels of these materials, grown in a dozen 
States, would be employed each year, constituting a cash crop for farmers 
whose lands are particularly adapted to these crops. The Northern, Middle, 
and Northwestern States could be assured an important annual business in 
these products. The hop industry^ of the Pacific Coast States and central 
New York would find a market for over 100,000,000 pounds of hops per 
annum. 

Considering the freight movement of materials to the plants, of finished 
product therefrom, and the employment of workmen in the plants and in 
allied industries, as well as the benefit to agriculture, it is clear that the en- 
couragement of the industry from an economic standpoint is of equal im- 
I)ortance with the public revenue aspect 

THE PRINCIPLE OF PROHIBITION WOULD NOT BE INJURED. 

The principle of prohibition would in no sense be assailed by this procedure. 
If it be a fact that cereal beverages containing less than 2| per cent of 
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alcohol are not intoxicating, it is patent that the constitutional mandate U 
not being violated by their production and use. 

Congress by its one-half of 1 per cent limitation has fixejl so low a maximum 
as to thwart the operation of State laws which tolerate much higher percent- 
ages of alcohol in nonintoxicating beverages than one-half of 1 per cent State 
laws would not be displaced by a higher limitation in the Federal law. Thus 
California and Massachusetts fix the percentage at 1 per cent; Rhode Island 
fixes the percentage at 4 per cent. A number of States adhere to one-half of 
1 per cent. A Congressional enactment more nearly meeting the fact as to 
what maximum alcoholic content is nonintoxicating would leave those States 
whose laws find a higher tolerance free to express their own views as to what 
character of nonintoxicating cereal beverages should be sold, within the higher 
limit set by Congress. 

As it stands now, the congressional maximum, being the minimum beyond 
which State tolerance is inoperative, closes tlie field both for revenue from 
this source and for any exercise of State discretion as a matter of policy. Not 
only are the Federal revenues foreclosed, but State revenues from the taxation^ 
both on production and distribution of this kind of soft drink, are limited and 
hampered. 

The States which would tolerate these more palatable cereal beverages are 
Bufiicient in number and in population to assure the consumption mentioned 
as the basis for a yield of not less than $500,000,000 per annum to the Federal 
Treasury, on the $6 per barrel rate. 

CONCLUSION. 

It is submitted that Congress in its existing one-half of 1 per cent limitation 
has departed widely from the fact as to what is intoxicating. In view of the 
finding of the Supreme Court that the naked congressional declaration must 
in law be deemed conclusive as fixing the point where prohibition takes hold, 
regardless of the physical fact, it appears that as matter of policy, Congress 
in the interest of fair treatment of the public should revise its standard. 

More particularly should this policy be adopted if the effect of the change 
would be actually to aid in the enforcement of prohibition of the manu&cture 
and use of hard liquors and heavy ales and beer, by furnishing an innocuous 
substitute which would meet the requirement of the people for a healthful 
beverage. 

All the more must this be the case if the consequence of such a change 
would be to bring popular contentment in place of wide spread irritation at the 
denial by Congress of what a number of the States and a great mass of the 
people of the country conceive to be a right to which they are entitled under 
the very terms of the prohibition amendment itself, to which the States and 
the people have assented on the assumption that its enforcement would not be 
rigorous beyond its own expressed terms and enforced upon them by an ex- 
treme declaration in an act of Congress under the concurrent power, which 
now has the effect of displacing any possibility on the part of an individual 
State expressing its judgment on the question of percentage, more nearly 
approximating the fact than does the arbitrary expression of Congress. 

The effect of continuing the arbitrary and extreme position of Congress, as 
it at present exists, is to preclude many of the States from any room in which 
to exercise a concurrent judgment not in the law alone but in the facts; and 
to foreclose both the Federal Government and all of the States so inclined an 
unburdensome and prolific source of indirect revenue. 

As it stands now, agriculture is injured, employment is reduced, the people 
are denied a healthy beverage, the principle of prohibition is not only fostereii 
but actually harmed, and the public Treasury in a time of stress is forbidden 
an important source of revenue. 

It is submitted that the Congress should immediately and in one provision 
increase the limit on alcoholic percentage in cereal beverages, still keeping 
it below the intoxicating liquor point, and should tax the product to be made 
thereunder. 

Levi Cooke. 
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statement of wayne b. wheeleb, general counsel and 
legislative supebintendent of antisaloon league of 

AMEBICA 

Mr. Chairman and members of the committee, there is a general sentiment 
in favor of adjusted compensation for tlie soldiers. The friends of prohibition 
are not opposed to it, but they are opposed to any plan for raising funds for it 
out of a tax on beer or any other kind of intoxicating liquor. The plan advo- 
cated by the Representative from Maryland, Mr. Hill, for a referendum by 
congressional districts is objectionable from any standpoint. There is no pro- 
vision in the Federal Constitution which authorizes a referendum by States or 
congressional districts. Before such a plan could be put into operation the 
Constitution itself would have to be changed. 

Congress itself can not legalize the manufacture or sale of Intoxicating 
liquors for beverage purposes, neither can the people do so. The Supreme Court 
of the United States has said : 

'* The second section of the amendment — the one declaring * the Congress and 
the several States shall have concurrent power to enforce this article by ap- 
propriate legislation *— does not enable Congress or the several States to defeat 
or thwart the prohibition, but only to enforce it by appropriate means." 

It would be absolutely futile to lay a tax upon any kind of intoxicating 
liquor prohibited by the Constitution and the national prohibition act unless it 
is done for the purpose of discouraging and prohibitng the traffic. Unless there 
is enough alcohol in the beer to make it intoxicating, it will not be popular with 
the thirsty and would produce only a small sum in taxes. If it does contain 
enough to produce the beer kick it will be illegal. 

We do not believe that there is any strong sentiment among the ex-service 
men to secure the fund for their adjusted compensation out of the I'quor traffic. 
Even those who are opposed to prohibition realize that if the money is to be 
raised from such a source it would be uncertain and unsatisfactory. In the 
first place, the court would doubtless declare the law authorizing the fund to be 
unconstitut'onal, and even if it did not, it would be subject to a constant contest 
in Congress and the basis of the fund would be in constant jeopardy. 

There is a deeper-seated reason than this why this source of revenue should 
not come from the liquor traffic. The declaration of allegiance of the American 
Legion is as follows: 

" For God and country we associate ourselves together for the following pur- 
poses : 

" To uphold and defend the Constitution of the United States of America ; to 
maintain law and order; to foster and perpetuate a 100 \)er cent Amer- 
icanism ; to preserve the memories and incidents of our association in the Great 
War ; to inculcate a sense of individual obligat'on to the community, State and 
Nation ; to combat the autocracy of both the classes and the jnasses ; to make 
right the master of might; to promote peace and good will on earth; to safe- 
guard and transmit to posterity the principles of justice, freedom, and democ- 
racy ; to consecrate and sanctify our comradeshp by our devotion to mutual 

helpfulness." 

Loyalty to the Constitution and to the laws of the Nation will prevent any 
such beer scheme to evade the law and defy the Constitution. As Col. Dan 
Morgan Smith, recently major in the Ninetieth Division in France, which made 
such a remarkable record for bravery and successful fighting, said : 

"I don't like the word * bonus ' ; ' adjusted compensation ' would come nearer 
expressing the proper idea. It is not contemplated that colonels receive any 
further sum, so I am interested solely on behalf of the men. But I do not like 
the word * bonus.' 

** The gratuity of land given to George Washington and Lafayette was a gift 
on the part of a grateful Nation to great heroes, but the contemplated sums 
of money to be given to the soldiers of America is simply an adjusted com- 
pensation. It is manifestly unfair to pay mechanics $10 a day to listen to the 
rat-tat-tat of riveting machines and pay soldiers $1 a day to listen to the rat- 
tat-tat of machine guns. ^,. .. 

" I am confident that some way will be found to meet this just obligation, 
but I can not say that I am impressed with the idea of putting a tax upon 
2.75 per cent beer in order to raise the money ; Z.16 per cent beer is, as a matter 
of fact, an intoxicating liquor, and a mere declaration of Congress that it is 
not would not change that fact. It is simply an attempt to nullify the Con- 
stitution by palpable evasion. 
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Good soldiers believe in the Constitution of their country; they have 
sworn to uphold and defend it, and not even to collect honest wages honestly 
due will the thinking soldier lend his aid to the nullification of the (Constitu- 
tion for his own gain." 

Elxpressions from Congressmen like Mr. Fitzgerald, of Dayton, Ohio, voice 
quite accurately the consensus of opinion both in and out -of Congress on this 
question. Mr. Fitzgerald recently said: 

"I repudiate it with scorn and contempt and I regard it as an insulting 
proposition. The members of the American Legion don't want any beer taint 
on their adjusted compensation." 

In its last analysis this whole fight is simply an effort to reinstate beer and 
light wine in spite of the eighteenth amendment and the national prohibition 
act. It matters not whether you call it cereal beverage or beer, as has been 
done by Mr. Cooke. "A rose by any other name will smell as sweet." It is a 
camouflage nullification scheme. 

Any such proposal to amend the definition of intoxicating liquor indirectly 
and to permit the manufacture and sale of 4 per cent or 2.75 per cent beer and 
12 per cent wine is both legally impossible and indefensible in view of the 
eighteenth amendment to the C'Onstitution of the United States. Such a stand- 
ard of alcoholic content contemplates a strength above that which these bever- 
ages ordinarily contained in preprohlbition days. Evidence of the intoxicating 
qualities of beer and wine is supplied from remotest antiquity to the present 
day. The Supreme Court of the United States, in speaking of this subject, said : 

" Tacitus does, indeed, in his account of the customs of the ancient Germans, 
speak of their using a liquor made from barley — * corruptus in quendam slmili- 
tudinem vini,' * fermented into a kind of resemblance of wine.* This passage is 
one of the earliest references we have to malt liquor. That it was potent we 
learn from the same author, who tells us that the German warriors would 
deliberate upon and form their designs when sober, and then get drunk, pre- 
sumably on this barley wine, and carry their projects into effect." (Sarlls v. 
U. S., 152 U. S., 570; 38 La. ed., 556.) 

The Supreme Court of Georgia in O'Connell v. State (5 Ga. App., 234; 62 
S. E., 1008), said: 

" In light of common knowledge as to the amount of beer that may be drunk, 
it would be absurd to refuse to recognize that a beer containing as much as 4 
per cent of alcohol is capable of being drunk in such quantities as to produce 
intoxication." 

In Cripe v. State (4 Ga. App., 832; 62 S. E., 567), the court said: 

" The court will take judicial cognizance of the fact that lager beer is intoxi- 
cating because it is a fact known to every man of common understanding that 
what is ordinarily known as lager beer will intoxicate." 

The courts take judicial notice that beer is intoxicating. A few of the cases 
to this effect are: Hoagland v. Canfield (160 Fed., 146) ; State v. Mitchell (134 
Mo. App., 540; 114 S. W., 1113) ; Killip v. McKay (13 N. Y. S. R., 5) ; Markin- 
son V. State (2 Okla. Crm. Rep., 129; 104, p. 1074) ; State ex rel Lyron v. City 
Club (83 S. C, 509; 65 S. E., 730) ; Fedden v. State (113 N. W., 127; 79 Nebr., 
651) ; Moreno v. State (143 S. W., 156; 64 Tex. A., 660) ; Lambie v. State (44 
So. 51; 151 Ala., 86) ; State v. Billups (63 Oreg., 291; 127, p. 691) ; Vines v. 
State (19 Wyo., 225; 116, p. 1013) ; State v. May (52 Kans., 53; 34 Pac, 707). 
To the same effect State v. Durr (69 W. Va., 251; 46 L. R. A. N. S., 764; 71 
S. E., 767) ; Flanders v. Commonwealth (130 S. W., 809; 140 Ky., 38) ; State v. 
Spiers, 73 N. W., 343; 103 Iowa, 711 (Stout v. State, 96 Ind., 407). As to lager 
beer, see Cripe v. State (4 Ga. App., 832; 62 S. E., 567) ; Lahey v. Crist (130 
111. App., 152) ; Chicago v. Everleigh (162 111. App., 456). 

With reference to wine the courts have said: 

" The court takes judicial knowledge of the fact that wine is an intoxicating 
liquor, which is a matter of common knowledge." (Wolf v. State, 27 S. W., 
77; 59 Ark., 297; 43 Am. St. Rep., 34. See Jackson v. State, 19 Ind., 312; 
Flanders v. Commonwealth, 131 S. W., 495 ; 140 Ky., 659 ; State v. Giersch, 98 
N. C, 720; 4 S. E., 193.) 

The question of the proper standard of alcoholic content which should be 
fixed to effectuate the purpose of the eighteenth amendment was thoroughly 
considered by Congress at the time of the passage of the national prohibition 
act. The standard which was adopted has since been approved by the Supreme 
Court of the United States. At the time of the passage of this act persistent 
efforts were made to fix the alcoholic content in beer at 2.75 per cent. (See 
report of the hearing before subcommittee of the Senate Judiciary Committee.) 
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This was rejected as unsatisfactory. The proposed amendment would not tend 
to carry out the purpose of the eighteenth amendment but to defeat it. No 
change should be adopted designed to weaken the law or which will necessitate 
further litigation upon the subject. Congress can not legalize any liquor which 
is intoxicating in fact. It may prohibit liquors nonintoxicatlng because such 
action is necessary to enforce the prohibitory law. This principle is sustained 
uniformly by the courts. 

18 BEEB INTOXICATING? 

While the test for an enforceable prohibition law does not depend upon 
whether the beer or liquor will actually intoxicate, the standard suggested by 
the proponents of this amendment makes clear that such an alcoholic content 
would make the beverage in question actually intoxicating. 

Its defenders say that beer with 2J per cent alcohol by weight is nonintoxi- 
catlng and noninjurious. *^ Alcohol is so dilutedi they contend, it is impossible to 
get enough of it in the human system at one time to produce visible signs of 
intoxication. 

2.75 PES CENT BEEB IS AN INTOXICANT. 

Beer is an alcoholic malt beverage. 

Alcohol is the determining factor that makes liquor intoxicating. The British 
Liquor Control Board, in November, 1916, appointed an advisory committee to 
consider the conditions affecting the physiological action of alcohol. This com* 
mittee, by no means friendly to prohibition, made its observations from the 
viewpoint of the control of liquors and how such liquors may be distributed 
and used with the least possible deleterious effect. On page 3 the report says : 

" Ethylic alcohol : This is the ingredient of the various beverages known as 
'alcoholic liquors' to which' their inebriating properties are almost entirely 
due. The alcohol in these liquors is in all cases produced by the fermenting 
action of yeast upon sugar. * • * When barley is malted, a ferment is pro- 
duced which in the process of brewing converts the starch of the grain info 
malt sugar, and from this the alcoholic beer is produced by the fermentation 
with yeast." 

DOES BEEB INTOXICATE IN THE LEGAL SENSE OF THE TEBM? 

A person is drunk in a legal sense when so fftr under the influence of liquor 
that his passions are visibly excitjed or his judgment impaired by the liquor. 
(State V. Pierce, 21 N. W., 195, 197; 65 Iowa, 85.) 

Under the law a man is intoxicated whenever he is so much under the 
influence of a spirituous or intoxicating liquor that it so operates upon him 
that it so affects his acts or conduct or movement that the public or parties 
coining in contact with him could readily see and know that it was affecting 
him in that respect. A man to that extent under the influence of liquor that 
parties coming in contact with him or seeing him would readily know that 
he was under the influence of liquor by his conduct or words or his movements 
would be sufficient to show that such person was intoxicated. (Sapp i;. State, 
42 S. E., 410, 4ll; 116 Ga., 182.) 

CONDITIONS DETEBMINING INTOXICATING EFFECTS. 

The effect of an alcoholic liquor is not uniform; it varies according to the 
drinker. The British Liquor Board, in its report, page 39, says : 

"Not only is there varying susceptibility to alcohol from person to person, 
and not only does in one and the same person the susceptibility differ according 
to circumstances, digestive and other, under the same dose, but intellectual 
self-criticism and control are strong in one person, weak in another, and In the 
same person, while strong in respect of certain kinds of acts, may be weak in 
respect of certain others." 

On page 91 the Liquor Control Board, in discussing ** Tolerance," says : 

"Moreover, as a result of continual use some degree of tolerance can be 
acquired, so that the habitual drinker is often able to consume, without becoming 
obviously intoxicated, quantities of liquor which would cause well-marked 
drunkenness in a person unaccustomed to the drug.' 

89314—22 ^9 
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THE AGE OF THE DBINKEB MUST BE CONSTDEBED IN DETEBMINING THE EFFECT OF THCK: 

LIQUOB. 

A young person Is more susceptible to the intoxicating effects of alcoholie 
liquors than an older person. It is not necessary to present any lengthy argu-^ 
ment on this point. Legislation for years has recognized the fact that intoxicat- 
ing liquor had a more definite effect upon a child than a grown person. For- 
this reason many of the States have prohibited the sale of intoxicating liquors 
to minors. Other States have prohibited the giving away of intoxicating liquors: 
to people under the age of 15 or 16 years. In still other States the safeguards^ 
have been thrown around even the use of alcoholic liquors for medicinal pur- 
poses to minors or children. The age of the i)erson and his physical develop- 
ment have a direct relation to the toxic effect of any alcoholic liquors. Horton 
and Stille, in their work on radical jurisprudence, call attention to the differ- 
ent amounts of alcohol that have produced death in children and grown people. 
Every standard medical and legal authority on this question recogn'zes the dis- 
tinction herein mentioned. 

THE AMOUNT OF ALCOHOL IN THE BEVEBAGE AND THE FBEQUENCY OF THE DBINK HAS: 

A DIBECT BEABING ON THE EFFECT. 

All agree that a liquor with a large per cent of alcohol in it will intoxicate.. 
It has been questioned whether a liquor with a small per cent of alcohol in it caik 
produce the same effect if a larger quantity is consumed so that the same amount 
of alcohol is in the larger volume. 

It does not take scientific demonstration to conclude that one- third more of 
volume of 3 per cent beer will produce practically the same effect as a given 
amount of 4 per cent beer. In other words, if four glasses of 4 per cent beer 
will intoxicate, five and one-half glasses of 3 per cent beer will intoxicate if it 
caa be consumed within the time for the necessary amount of alcohol concen- 
tration in the blood to produce intoxication. There is no controversy on the 
point that a given amount of alcohol in the blood will produce intoxication.. 
There is a diversion of opinion as to what amount is necessary to produce visible 
intoxication. 

THE GENEBAL HEALTH AND HABITS OF THE DBINKEB HAVE A BEABING ON THE: 

EFFECT OF THE LIQUOR. 

It is generally admitted that an habitual drinker can consume more liquor 
without showing signs of intoxication than a person not used to drinking. There 
is no dispute on this point. It logically follows, therefore, that the testimony ot 
an habitual drinker or his experience is not a safe guide In determining the effect 
of alcoholic liquor. The constant use of the drug alcohol makes him an alcohol 
drug addict, and he is immune to the normal effect of alcohol on a person free 
from the habit. 

It is not necessary that the amount of alcohol sufficient to cause drunken- 
ness be taken into the stomach at one time. 

The rate of absorption into the blood is faster for a time than the rate of its- 
destruction (oxidation). 

" Ordinary amounts of alcohol in any dilution are quickly absorbed and will 
usually have disappeared from the stomach in less than half an hour." (Bas^ 
tede. ) 

" The absorption of alcohol occurs rapidly, mainly from the small intestines,, 
and is practically independent of the quantity. Vollmering (1912) is cited as. 
finding absorption practically complete in one hour." (SolUnan.) 

But the destruction (oxidation) of alcohol requires several hours. 

" Those who are accustomed to alcohol oxidize it all in 7^ hours, whereas 
those who have been abstainers require twice that time." Voltz and District 
are cited (1914) as giving in a day 2 cc. of alcohol per kilogram of body weight,, 
finding that after 10 hours only 73 per cent of it had been oxidized. About 
90 per cent was oxidized in 15 hours and from 18 to 20 hours were required for 
the complete oxidation." (Lusk, Science of Nutrition, 1917, p. 357.) . 

If, therefore, continued drinks of an alcoholic beverage are taken before 
oxidation of the alcohol in earlier drinks is completed, it would appear that it 
would be possible to introduce amounts of alcohol that would produce signs of 
intoxication even with beverages of mild alcoholic strength, especially with 
persons not accustomed to Its use. The more rapid oxidation of alcohol by 
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those accustomed to its use may be one explanation of the fact that working- 
men taking habitually large amounts of "war beer" (2.75 per cent by weight) 
showed no conspicuous signs of drunkenness. 

AFFIDAVIT OF DR. WILEY. 

" That the effect of alcohol on the human animal is always toxic, no matter 
how small the amount nor what its degree of dilution ; that the visible signs of 
intoxication are not produced by the last drink, but depend upon all that have 
preceded it for many hours. Thus the first drink is as much the cause of the 
visible intoxication as the last. That the effect of alcohol in the liquid drunk 
is cumulative ; that it is not necessary in order to produce intoxication that the 
human stomach should hold at any one time a liquid containing a sufficient 
amount of alcohol to produce signs of intoxication; that the effect of alcohol 
remains in the human system and the water passes through it; that the con- 
tinual consumption of alcoholic liquids, even with a low per cent of alcohol, 
will produce intoxication." 

Beer, which is a malt liquid containing 2i per cent by volume, has a sufficient 
amount of alcohol to intoxicate an average person in the quantities often con- 
sumed. With this amount of alcohol in the liquor many people could consume 
enough to produce intoxication by the amount that could be held in the stomach 
at one time. The walls of the stomach are very distensible, and greater quan- 
tities than a quart of liquid may be consumed by many people within a few 
minutes." (Harvey W. Wiley.) 

" It is my opinion that beer containing 2$ per cent of alcohol by weight is 
intoxicating." (W* L. Evans.) 

"Deponent further says that he is able by analysis to deternline the alcoholic 
content of liquids, and he further says that beer containing 3 per cent alcohol 
by volume is intoxicating. 

" Deponent knows that such beer is intoxicating by reasons of his many 
analyses conducted for criminal cases in this State, and he further knows such 
beer is intoxicating by having tasted, sampled, and drunk the same, and that 
it has an intoxicating effect upon him personally." (William Geagley.) 

"That one Can readily drink sufficient of beer containing 2i per cent by 
volume of alcohol to diminish and to break down self-control, one of the 
hig^iest functions of the brain ; that the result of the deadening of the brain 
by alcohol leads often to serious lapses in conduct; that the drinking of beer 
containing 2i per cent by volume of alcohol may lead to hilarious outbursts 
followed by surly behavior and irritability ; that during what is termed the 
* jolly ' condition, the man loses his self-control and often his self-respect ; that 
during this state while not popularly considered as * drunk,' the man's actions 
are liable to become careless and even immoral ; that larger doses of this same 
liquor lead, through the state of quarrelsomeness and irritability, to the con- 
dition in which there are emotional manifestations of fear, jealousy, and 
hatred; that thus a sufficient amount of a liquor containing only 2^ per cent 
of alcohol by volume may be readily drunk to lead the drinker to commit a 
crime, while he does not stagger, and is not * drunk * in the popular meaning 
of that term." (George Highly.) 

These extracts of affidavits and statements can be multiplied. Of course 
there is evidence to the contrary. This situation makes clear the reason for 
not accepting the standard proposed if the law is to be enforced. 

ENFORCEMENT IMPOSSIBLE WITH A BEEB EXEMPTION. 

The states which have adopted prohibition found that it was impossible to 
enforce it while containing a beer and wine exemption. Georgia adopted a *2. 
l^ev cent beer amendment, and the courts and the people soon reached the con- 
elusion that if prohibition was to he enforced this provision must be eliminated. 
They adopted even a stronger standard than the one found in the Volstead en- 
forcement code. Massachusetts tried a light wine and beer amendment many 
years ago. It proved a dismal failure and was repudiated. 

The legislatures of prohibition States, as well as Congress, have defeatel 
in recent years every attempt made by the liquor interests to adopt beer and 
wine amendments, because such provisions defeated the purpose and enforce- 
ment of prohibition laws. 

A beer and wine amendment means, by indirection, the continuance of the old 
beer traffic. It was a menace to clean politics and common decency. Tlic 



132 soldiers' adjusted coivipensation. 

people will never invite back what tliey have already abolished as a public 
nuisance. 

In all referendum votes in the States the people have defeated the beer and 
wine proposals. Michigan adopted prohibition by 68,000 and a year later 
defeated the light wine and beer proposal by 207,000. Ohio adopted prohibition 
in 1918, and a year later, when the soldier boys had retumedi a referendum 
vote was taken on a 2.75 per cent beer amendment and the dry majority was 
increased. At the last referendum election in Ohio on a law-enforcement code 
the dry majority was 209,000. Similar votes with the same results have been 
recorded in Washington, Oregon, Colorado, and Arizona. When the people 
realize that the issue is one of law enforcement these beer and wine attacks 
go to overwhelming defeat. 

The State supreme courts have uniformly upheld laws prohibiting beverage 
liquors containing one-half of 1 per cent alcohol or less. They considered this 
standard essential to the enforcement of law and to defeat the various schemes 
used by liquor dealers to evade prohibition. If you give the liquor dealers an 
inch they take a mile. 

IT IS NULLIFICATION SCHEME OF THB ANTIPROHIBITION FOBCES. 

The announced program of the association against the prohibition amendment 
Is a bold and indefensible attack on the Constitution. This program provides 
for — 

1. The repeal of the Volstead Act* 

2. Permitting the traffic in beer and wine. 

3. Permitting each State to place its own construction upon the eighteenth 
amendment and \o enact whatever measures it may desire for Its enforcement. 

This is nullification, pure and simple. The eighteenth amendment gave Con- 
gress the authority and placed upon it the responsibility of adopting l^slation 
to enforce the constitutional provision of prohibition. The repeal of the enforce- 
ment code, coupled with the other part of the liquor interests' program to. allow 
each State to act independent^jr, conqiletes the nullifleatlon seiteme. WetStHtes 
would remain wet We should be Just where we were before the eighteenth 
amendment was adopted. If tills camouflage brewery organization thinks it 
can fool the people by this kind of a scheme we shall be glad to have them 
try it out. The average voter is neither an ignoramus nor a nuUiflcationist. 

Other organizations of lesser importance have appeared and are appealing 
to the prejudice of those opposed to national prohibition. All of these 30 or- 
ganizations are centering their attack upon the national prohibition code which 
prohibits all beverage liquors containing half of 1 per cent of alcohol or more, 
and secure the sale of so-called beer and light wine or high-powered cereal 
beverages. 

The proposed beer and wine amendment means neutralization of the eighteenth 
amendment to the Constitution. Kxperlence proves that honest enforcement 
is impossible when handicapped by such amendments. 

The Supreme Court of the United States, in an opinion delivered by Justice 
Brandeis, declared: 

** The decision of the courts, as well as the action of the legislatures, make 
it clear * * * that a rigid classification of beverage Is an essential for 
* * ♦ effective prohibition of Intoxicating liquor. A test often used ♦ ♦ ♦ 
is whether It contains one-half of 1 per cent by volume." 

The court then called attention to the fact that the Federal Government would 
have the same dlfilcultles In enforcement as the States, and referred to the 
definitions of over 30 States which have as strong or stronger definitions than 
the Volstead Act The court then said : 

"It Is therefore * ♦ ♦ clear ♦ ♦ ♦ that the definition provided by 
the Volstead Act was not an arbitrary one." 

To permit the sale of beer and wine by State or National legislative action 
means the nonenforcement of national prohibition. In the three States that 
have no State enforcement code it means nullification of the eighteenth amend- 
ment. In the States that have State prohibition codes It will encourage law- 
lessness by aiding the wets In their attack on State prohibition laws. The pro- 
posed amendment would not repeal the laws In States prohibiting one-half of 1 
per cent beer, but It would encourage lawbreakers therein. 

This Is a most Inopportune time to encourage lawlessness. In these days 
of unrest and defiance of law It is vital that all good citizens stand by the 
Government, Its laws, and their honest enforcement If the outlawed brewers 
can deftr the Constitution of the United States because they do not like It, then 
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any other group of citizens who are opposed to any other law can use the same 
method, and nullify that law, and the Government itself would be in jeopardy. 
When law and its enforcement are gone, all is gone in orderly government. 
Those who are opposed to the eighteenth amendment have the constitutional 
right to repeal it by legal and orderly methods, but to put provisions in the 
law that are nonenforceable and contrary to the letter and spirit of the Con- 
stitution, is inexcusable and encourages lawlessness. 

The Chairman. Who of you gentlemen are to be heard next? Is Gen. Harris 
in the room? 

(There was no resi)onse.) 

The Chairman. Is there anybody else to be heard? 

Mr. Frear. Mr. McKenzie came in this morning, Mr. Chairman, at uiy request, 
to discuss the means available for financing the bonus bill, and I would be glad 
to have you hear Mr. Mckenzie. 

STATEMENT OF MK. H. C. McXENZIE, OF WALTON, N. T., BEFBE- 
SENTINQ THE AMEBICAN FABM BUBEATT FEDEBATION. 

The Chairman. Give your full name and the business you represent to the 
reporter. 

Mr. McKknzie. H. C. McKenzie, of Walton, N. Y. I represent the American 
Farm Bureau Federation. 

I want to put in the record to begin with the jwsition of my association in 
regard to the raising of money necessary to pay the soldiers' bonus and to say 
that we are on record as being opposed to raising that money by means of a 
sales tax, a manufactucers' tax, or any other form of consumption tax. 

I also want to put into the record the action of the agricultural conference, 
which was held here last week on the call of the Secretary of Agriculture, at 
the President's suggestion, on the question of taxation, which will bear directly 
on the matter under discussion here by the committee. That agricultural con- 
ference passed unanimously the following resolution : 

** First. Stringent economy in the administration of existing laws, and that 
further legislation requiring the appropriation of money be subject to the acid 
test of necessity. 

" Second. A constitutional amendment prohibiting issuance of tax-free securi- 
ties: Provided^ That inasmuch as agricultural lands and mortgages are both 
taxed, and that agriculture is a fundamental industry upon which all indus- 
tries depend, nothing in these resolutions shall apply to bonds, debentures, or 
certificates of indebtedness issued under authority of the Federal farm loan 
act or any amendment thereto. 

" Third. That if additional revenue be needed we recommend the reenact- 
ment of an excess profits tax on corporations. 

" Fourth. That we positively and earnestly protest against any consumption, 
or sales, or manufacturers' tax, or any other tax which shifts the burden 
onto those least able to pay, onto the necessaries of life, and has proved disap- 
pointing financially and unjust socially wherever tried. 

** Fifth. That agriculture receive the same just and equitable consideration 
as industry in framing the tariff." 

It is especially articles 3 and 4. passed by that conference, to which I desire 
to call your attention. 

The committee undoubtedly knows that if the money is raised by means of a 
consumption tax one-half of it will be paid by the farmers of this country. 

AVhat I think the soldiers, many of them, have in mind is to get a bonus of 
approximately $500. That will take, roughly, $2,000,000,000. If they did 
that, the farmer then would have to pay $1,000,000,000, in round numbers. 

Mr. Frear. Through a consumption tax 

Mr. Bacharach- (interposing). How do you work that out, that the farmers 
will have to pay one-half? 

Mr. McKenzie. Because in this country the farmers use one-half of all the 
goods used in America. 

Mr. Bacharach. Do they use one-half of the goods? 

Mr. McKenzhs. Yes, sir. 

Mr. Bacharach. Have you any suggestions to make about an inheritance 
tax? Do you not think that there should be an Inheritance tax as well as an 
excess-profits tax? 

Mr. McKenzie. I will take that up in a minute. 

Mr. Bacharach. I would be glad to hear it. 
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Mr. McKenzie. I am opposed to the Federal Government having an inherit- 
ance tax for various reasons, which I can very easily explain to you. 

In the first place, the States have inheritance taxes. Take the State of New 
York. They have an inheritance tax running up to 25 per cent, maximum. 
Now, suppose that a man lives in the State of New York and he owns proi)erty 
in Pennsylvania, 'nstead of taxing all of that in one State, it is taxed in two. 
Now, suppose that the evidences of ownership lie in a trust deposit bank up in 
Boston, that man would have to produce those certificates of ownership and 
in that way he might have to submit to three taxes. Now, then, if you have a 
Federal tax on top of that, as we have, the administrator can settle with tlie 
various States but it is almost impossible to get a final settlement with tbe 
Federal Government. 

So we have four or five estate taxes being paid by one man. 

Mr. Gabner. Mr. McKenzie, why could we not pass a State tax — an inherit- 
ance State tax and a Federal Government estate tax — ^providing that where a 
State does not exercise the prvilege of levying that tax, the State shall receive 
50 per cent of that tax? That would make it a universal tax throughout the 
country in which the States would benefit from the taxes collected from estates. 

Mr. McKenzie. One of the suggestions that has been made, Mr. Garner, is 
this, that the United States Government should enact an inheritance tax and 
that those of the States should be abolished, and that then the money received 
by the Federal Government should be divided in some equitable way between 
the Federal Government and the various States. 

Mr. Garner. Is there any objection to that? 

Mr. McKenzie. I have been asked to get some expert opinion on that and I 
hope to get that within the next 60 days. I would not like to pass on that 
just offhand. 

Mr. Green. Let me ask you a question right there, Mr. McKenzie. Is not 
th^s the objection to the present system, that some States are keeping a low 
inheritance tax and making their States a kind of a haven for people who want 
to get away from those taxes, and thereby cause a number of rich men out of 
whom they would get some money otherwise to move to some other State so 
that they will thereby be able to bring their inheritance tax down? 

Mr. McKenzie. Some of them have even moved to England, but they got into 
it over there. 

Mr. Frear. The District of Columbia, for instance. 

Mr. McKenzie. That is true. 

Mr. Garner. Mr. McKenzie, right in that connection, is this the resolution 
that was passed by this agricultural conference in which they warned Congress, 
or rather plead with Congress, not to make any additional proposals unless 
they were submitted to an acid test? 

Mr. McKenzie. Yes, sir. 

Mr. Garner. Have you examined H. R. 1, the soldiers' bonus bill? 

Mr. 3^IcKenzie. No ; I have not examined it thoroughly. 

Mr. Garner. And does that come within the acid test, in your opinion, of the 
resolution passed at the agricultural conference? 

Mr. McKenzie. You know what " necessity " means, and you can interpret 
that just as well as I can. 

Mr. Garner. It must be interpreted. You represent the Farm Bureau, and 
they put in that language; you helped draw those resolutions. Now, does thns 
bill come within the acid test, according to what you meant at the time that 
you were drawing the resolutions? 

Mr. Frear. There is no taxation proposition in H. R.'l; is that not true? 

Mr. Garner. But we are obliged to pay the money and we will be obliged 
to raise the money. What I want to know is whether or not you have applied 
the acid test to this bill. Now, if you apply the acid test, will that justify the 
passage of this bill? 

Mr. McKenzie. I can only give a personal opinion, Mr. Garner, and I would 
rather not mix my personal opinions with the official declarations of the con- 
ference. 

Mr. Oldfield. Dpes the conference have any policy ? 

Mr. McKenzie. Those resolutions which they passed declare that they are 
in favor, in any future legislation, of applying the acid test of necessity. 

Mr. Oldfield. Do they say that this is a necessity? 

Mr. McKenzie. They did not mention this specific bill. 

Mr. Oldfield. They do not mention the soldier bonus? 

Mr. McKenzie. No, sir. 
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Mr. Bachabach. Mr. McKenzie, you stated that the fanners would pay 50 
l>€r cent on a sales tax. 

Mr. McKenzis. Yes ; on a consumption tax, generally. 

Mr. Bachabach. What is the percentage of farmers in this country as com- 
l>ared with the total number ot people? 

Mr. McKbnzib. About 40 per cent 

Mr. Bachabach. And they are all very poor, yet you think that they are 
:going to spend as much money as the rest of the people? 

Mr. McKenzie. Here is the situation. They buy more than other people be- 
cause they have to buy machinery and fertilizer that ordinary citizens do not 
liave to buy. In fact, I think that the percentage in actual figures is a little 
more than 50 per cent. I think that it is 51 or 52. 

Mr. Bachabach. So far as I remember, every sales tax that has been pro- 
posed has carried some exemption with regard to agriculture and for the people 
i^ith small means. 

Mr. Fbeab. Not on what they buy. 

Mr. Bachabach. A man with sales less than $6,000 a year, or in some in- 
stances $12,000 a year, is not taxed. 

Mr. Fbeab. But what proportion of the people would be able to buy from 
people that have less than $6,000 a year sales? 

Mr. Bachabach. Well, it is provided that a man who does not have sales of 
more than $12,000 or $6,000 would not have to pay the tax, and there are quite 
a few in the smaller communities. I do not understand how only 40 per cent 
of the people — I did not think it was that large ; I thought it was about 30 — ^but 
I do not understand how 40 per cent of the people in the United States would 
spend 50 per cent of the money. 

Mr. McKenzie. Because the farmers will buy on the average more than the 
other people. The consumption is greater per capita. 

Mr. Bachabach. That, of course, has not been the way that I have under- 
stood it. 

Mr. McKenzie. That is the way it works out. 

Mr. Bachabach. Well, I do not think it ever has. 

Mr. McKenzie. Well, you take the man who is working in the factory. His 
chief expenses are his living expenses. Now, the farmer has to live and he 
has to buy fertilizer and machinery. 

Mr. Bachabach. You would not tax fertilizer. So far it has not been in- 
serted in any bill. I do not see how he is taxed that much under a sales tax 
Wll. 

Mr. McKenzie. Which sales tax bill? 

Mr. Bachabach. Any of them. 

Mr. McKenzie. I have been through the matter very thoroughly. 

Mr. Bachabach. In every case exception is made of the farmers and farm 
produce. 

Mr. McKenzie. There would be a question about that. 

Mr. Bachabach. In every case that has been done. 

Mr. McKenzie. But the case of 

Mr. Fbeab (interposing). He is not exempted on what he buys. It is what he 
sells. 

Mr. McKenzie. The exceptions were on what the farmer has to sell. He has to 
pay the taxes on the tea, coffee, sugar, boots, shoes, machinery, and everything 
that he buys. The exception to the farmer is on what he has to sell. He 
has to pay the tax just the same as everybody else does on everything that 
he buys. There is no exception for his purchases. 

Mr. Bachabach. I know, but his purchases will be made to a considerable 
extent from stores with less than $6,000 per year, or $12,000 a year, and he would 
not have to pay any tax on that. 

Mr. Frear. Let us see if he would not. That man puts the tax on when he 
sells the goods. He does not know what his total volume of sales is going to be 
for the year, whether they will exceed s:x or ten thousand or not, and eonse- 
xiuently he increases the price, so the farmer has got to pay it. 

Mr. McKenzie. Now, we could discuss that all week here. Here is what he 
"wlU do : He will sell at the market price whether he has to pay a tax or not. 

Mr. Longworth. Just what is your organization? 

Mr. McKenzie. American Farm Bureau Federation. 

Mr. Longworth. What is It? 
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Mr. McKenzie. It is a farmers' organization, which has a membership of 
more than 1,000,000. 

Mr. LoNGWOBTH. More than a million members? 

Mr. McKenzie. Yes ; and we have members in every State in the Union. 

Mr. LoNGwoBTH. Do you meet in convention? For instance, was this resolu- 
tion adopted in convention? 

Mr. McKenzie. This resolution was passed up here at the conference called 
by the Secretary of Agriculture last week. 

Mr. LoNGwoBTH. I did not understand. 

Mr. McKenzie. The resolution that I read was adopted at the conference 
here in Washington last week that was called by the Secretary of Agriculture. 

Mr. Gabneb. What is the membership of your organization? 

Mr. McKenzie. Something over a million.. 

Mr. Gabneb. And is that membership in every State in the Union? 

Mr. McKenzie. I think so. 

Mr. Oldfield. Those are not all farmers? 

Mr. McKenzie. I testified here last week before the committee on another 
subject, in which I said that 80 per cent of them were farmers. I have in- 
vestigated a little further since I was here, and from the best evidence that I 
can obtain, at least 90 or 95 per cent are farmers. 

Mr. Fbeab. Can you give us any suggestions as to how to finance a bill that 
is going to carry an expenditure and require $200,000,000 or $300,000,000? 

Mr. McKenzie. If I may. Mr. Chairman, I would like to suggest and I 
want to submit here two tables which show taxes which have been recently 
repealed in the last tax measure. At least $450,000,000 excess-profits tax; 
$60,000,000 income tax; $26 000,000 on soft drinks; $200,000,000 on admission 
to theaters ; $20,000,000 on musical instruments ; $4,000,000 on sporting goods ; 
$1,000,000 on chewing gum; $6,000,000 on photo films; $8,000,000 on candy; 
and $9,000,000 on furs, all of which have been repealed. 

Of course, every one of those except the income tax are luxury taxes. 

Now, I want to call your attention to another set of figures which I under- 
stand 

Mr. LoNGWOBTH (interposing). Well, you have left out of that list the 
transportation tax. 

Mr. "McKenzie. That is neither a luxury nor an income tax. 

Mr. LONGWOBTH. Oh, you are just referring to those? 

Mr. McKenzie. I am just referring to the income taxes, or luxury taxes. 
And those will figure up $604,<X)0,000. 

Now, I want to give another set of figures which show the possible source 
of income for this proposed soldier bonus. 

Gasoline tax at 3 cents per gallon, $210,000,000; sugar, refined, at 1 cent 
per pound, $95,000,000; coffee at 3 cents per pound, $35,000,000; tea at 10 
cents per pound, $9,500,000; chocolate or cocoa, prepared or manufactured* 
at 3 cents per pound, $7,500,000; cigarettes of all kinds made of tobacco, etc., 
50 cents per pound additional, $25,000,000; tobacco, smoking and chewing, 2 
cents per pound additional, $5,000,000; increase of first-class postaere 1 cent 
per ounce, $70.000,000 ; increase of other postage rates 10 per cent, $30,000,00 ; 
double the stamp tax on the issue, conveyance, and transfer of stock, etc., and 
sale of produce on exchanges, $40,000,000; license tax on automobiles and 
trucks, 25 cents per hqrsepower, $50,000,000; and 1 .cent stamp on all bank 
checks, $30,000,000. 

Now, that makes a total of $608,000,000 from that list. 

Mr. Fbeab. Where do those figures come from? 

Mr. McKenzie. I understand that the figures were prepared by the Treasury 
Department as a source of revenue, as suggested taxes to provide revenue for 
adjusted compensation for veterans of the World War. 

i want to call your attention to one fact, and that is that this first list that 
I mentioned, of excess-profits taxes, income taxes, soft drinks, theaters, musical 
instruments, sporting goods, chewing gum, photo films, candy, and furs, make 
a total of $604,000,000, and the last list is $608,000,000, when all of those taxes 
are summed up. 

Now, here you have income taxes and excess-profits taxes, etc., that you have 
repealed that produces $604,000,000 per year, and then here you have a list of 
consumption taxes that will produce a possible revenue of $608,000,000. 

I want to call your attention to another fact, and that is that the President 
in his inaugural address on March 4 said that the country did not expect and 
would not approve of a shifting of burdens. 
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The Chaibman. The President signed tlie bill, though, did he not? 

Mr. McKenzie. Which bill? 

The Chairman. The revenue bill that you were talking about, that took off 
those taxes. 

Mr. McKenzie. Yes; but the point that I want to bring out is that those 
taxes are income taxes, or excess-prflts taxes or luxury taxes, and those taxes 
have been repealed, and this other list of suggestions are consumption taxes. 
If you do that you will be doing precisely what the President said should not 
be done. 

Now, I want to say a word with regard to the manufacturers' tax that has 
been mentioned. That has been largely discussed. That is a consumption tax 
just as much as the general overturn tax, and it is passed along to the ultimate 
consumer. The only advantage that it has over the others, or the chief advan- 
tage, is that it would be less cumbersome in operation from an administrative 
standpoint. The administrative features would be somewhat better. 

One of the things that has been agitated, going about the country, has be^i 
the way in which Canada has handled and managed her manufacturers' tax 
up there, and it has been a question of a great deal of interest to people inter- 
ested in taxation, and I think somewhat to this committee. 

I have been interested to the extent that I got in touch with Sir Henry 
Drayton, former finance minister of Canada, and I have some very interesting 
fibres along that line that show what that tax has done up there. Now, that 
tax was in effect, as I recall, for 10 months during 1920, and at the end of the 
fiscal year their total revenue from taxes was as follows: 

Customs, $163,000,000, or 45 per cent; excise, $37,000,000, or 10 per cent; 
business profits, $40,000,000, or 11 per cent; income taxes, $49,000,000, or 13 
per cent ; inland revenue, sales tax, $38,000,000, or 10 per cent ; other, $41,000,000, 
or 11 per cent. 

The Chaibman. You say that that expired in 1920. Are you talking about 
the taxes collected prior to that time or since that time? 

Mr. McKenzie. I am talking about the time in which it was levied. As I 
understand, their business-profits tax was only levied during the year 1920, 
and then they took it Off, canceled it. 

The Chairman. Well, that was a war tax? 

Mr. McKenzie. That was a war tax; yes. 

So that in the first year this manufacturers' tax was in operation it produced 
10 per cent of the total revenue derived from taxation ; and here is another 
very interesting feature that may be of interest to you: When they started 
out that produced a revenue of about $5,000,000 a month, at a rate of 2 per 
cent. It was producing a revenue of $2,875,000 per month at the end of the 
fiscal year, or had slumped almost 50 per cent. 

It has frequently been said that a sales tax would be a steady source of 
revenue. That fact shows that it is not a steady source of revenue. 

Mr. Bacharach. Has not Canada had a business depression? 

Mr. McKenzie. Yes. 

Mr. Bacharach. Certainly ; and that is the reason for the slump. 

Mr. McKenzie. Which shows that it is not steadier as a source of revenue 
than the excess profits-tax or the income tax is. 

Mr. Bacharach. That condition was due to a slump in business. 

The Chairman. What was it for the year before 1920 and the following or 
succeeding years? 

Mr. Garner. This was from May, 1920, to March, 1921? 

Mr. McKenzie. The figures are given for the fiscal year ended March 31, 1921. 

The Chairman. 1921? 

Mr. McKenzie. It was in effect April 1, 1920, to March 31, 1921 ; these figures 
that I gave you were for that period. 

The Chairman. But you said that there had been a decline of one-half there. 

Mr. McKenzie. Yes; within that year. 

The Chairman. Over previous years? 

Mr. McKenzie. No ; within that year. In May, 1920 

The Chairman. Then, that is a monthly statement. 

Mr. McKenzie. Yes. In May, 1920, it produced a return of $5,000,000, and 
in March, 1921, it produced half of that amount. It was only producing one- 
half what it produced when it went into effect. 

Mr. Frear. May I make that a little clearer, if I may? The statement is to 
the effect that for the last month it was only about 50 per cent, or a little 
more than 50 per cent, of the amount that was collected for the first month. 
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Mr. McKenzie. Yes, sir. The first month amounted to $5,000,000, and the 
last month it produced $2,875,000. 

Mr. Bacharach. There is just one other thing. I do not believe that I have 
made myself clear, or I did not understand your answer clearly. I said that 
the reason that the sales tax did not bring in more money was on account of 
a business depression. You said that it was not any more stable than the 
excess-profits tax. As a matter of fact, the excess-profits tax would not have 
brought in anytliing, where the sales tax did bring in something. 

Mr. McKenzie. How is that? 

Mr. Bacharach. If they had had an excess-profits tax, with a tremendous 
depression, ir w^ould not liave brought in any money. 

Mr. McKenzie. Have they had a tremendous business depression? 

Mr. Bacharach. No ; I am just stating — we have had ; yes. 

Mr. McKenzie. Well, now, a great many corporations have made money, and 
been successful and have made sufficient earnings to have brought them within 
the excess-profits tax last year and year before. 

Mr. Bacharach. I would not say a great many. There have been some few 
that were very fortunate. However, if we had kept on the excess-profits tax, 
there would probably have been a great many concerns that would have gone 
out of business. 

Mr. McKenzie. I do not believe that any corporation is going to go out of 
busines as long as they are making 8 per cent. 

Mr. LoNGWORTH. Let me see if I understand your position. Are you in favor 
of the soldier bonus bill? 

Mr. McKenzie. That is a question that the organization which I represent has 
not passed on. 

Mr. Long WORTH. Are you, personally? 

Mr. Frear. That does not indicate anything, whether he is personally in favor 
of it or not. The gentleman from Ohio might not be in favor of it either. 

Mr. LoNGwoRTH. Well, that is what we are considering. The soldier bonus 
bill, and this gentleman is appearing here as a witness,, and I think that the ques- 
tion that I have asked him is a perfectly proper one. 

Mr. McKenzie. I am perfectly willing to answer the question if you will leave 
it out of the record. 

Mr. LoNGwoRTH. Why leave it out of the record? 

Mr. McKenzie. I do not want to mix my personal opinions with the declared 
opinions of my organization, and the agricultural conference. I am perfectly 
willing to answer the question personally. I am not' ashamed of my position. 

Mr. Long WORTH. Why should it not go in the record? 

Mr. Frear. You are asking him for his personal opinion. He might answer 
that. 

Mr. McKenzie. My own personal opinion is this. I agree absolutely with the 
Secretary of the Treasury and with the President. 

Mr. LONGWORTH. Are you in favor of the soldiers' bonus bill? 

Mr. McKenzie. I believe that it is folly. 

Mr. Frear. These gentlemen are all going to vote for the bill? 

Mr. Garner. As I understand you, you said that you agreed with the Secretary 
of the Treasury and the President. As I understand, they are opposed to the 
principle. 

Mr. McKenzie. I agree with the President and Secretary of the Treasury in 
opposing the bonus at this time. 

Mr. Frear. Now, these gentlemen are going to vote for the bill whether they 
are personally in favor of it or not? 

The Chairman. While you are opposed to the bonus, you approved of the 
Government's act in taking part in the war, did you not, and in sending boys 
over there to fight? 

Mr. McKenzie. Yes. 

The Chairman. You favored that, but now you do not want to pay. 

Mr. McKenzie. Well. 

Mr. Frear. Is not the chief reason why the income from this consumption is 
low in France, in reply to our friend, that it is under 43 per cent of the estimate, 
because the consumption has dropped off, because these people could not afford 
to pay the high prices which now reach 357 per cent as compared with the pre- 
war prices, and that is true in Canada, is it not? 

Mr. McKenzie. No ; if I may, I would like to introduce into the record some 
figures of the Canadian Government for the nine months of their present fiscal 
year, which Is up to the end of December, 1921, which is as far as the figures 
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liave been gotten up. Those figures show that for the nine months ended De- 
cember 31, 1921, their income from customs was $77,174,599, or 30 per cent ; and 
excise, $28,566,148, or 11 per cent. Their income tax has jumped very materially, 
to $74,165,326, or 30 per cent, and their business-profits tax which expired in 
1921, only produced $16,934,714, or 7 per cent, and their inland revenue war 
taxes $56,259,516, or 22 per cent. That total is $253,100,304. 

Now, of that $253,100,304, only $45,416,115 came from the manufacturers' tax. 
That is 18 per cent of their total revenue, so that you see that tjiat represents a 
•comparatively small amount of their total revenue to-day. 

Now, another fact that you want to bear in mind is that now it is only pro- 
-ducing $5,000,000 per month at the 3 per cent rate ; that is, $5,000,000 per month, 
the same as was produced originally at the 2 per cent rate. 

Another matter that is worthy of very careful consideration is that the 
Canadian Government has found it necessary to make the tax rate 1 per cent 
higher on imported goods than on domestic manufactures. 

This means that in 1920 it cost the people of Canada 50 per cent more than the 
■Government got in the manufacturers' tax. 

This is too expensive for the United States. 

Sixty-one per cent of the total tax revenue in Canada Is produced by con- 
-suraption taxes. 

Now, there are two other things that I want to call to your attention in 
regard to these Canadian taxes. The first one is that these consumption taxes 
and sales taxes are frequently alluded to as painless taxes. I want to call your 
attention to the fact that this is a misnomer and that those taxes are not 
painless to the party that puts them into effect, as has been very cleariy shown 
In Canada. The party that put into effect these consumption taxes, running 
up to 61 per cent of the total revenue of Canada 

Mr. Frear (interposing). You mean the political party? 

Mr. McKenzie. Yes; I mean the political party. I would like also to refer 
to the testimony of Prof. Seligman before the Finance Committee of t!he 
Senate on another bill last .spring in which he traced that thing from Rome 
•down to the present time. 

Mr. Oldfield. Mr. McKenzie, may I ask you a question right there? 

Mr. McKenziIE. Yes. 

Mr. Oldfield. Do you know personally that that was an issue in the recent 
•campa'gn in Canada? 

Mr. McKenzie Yes, it was an issue in the campaign and the same interests 
that are opposed to the sales taxes and consumption taxes in this country, 
opposed them in Canada also. Labor and the farmers are opposed to it there 
51 nd were fighting it there. 

The Chairman. Well, Canada put the bonus over. 

Mr. McKenzie. Well, I guess so. 

The Chairman. 'Well, there is no guess work about it, is there? 

Mr. McKenzie. No. There are two or three other th'ngs that I would like 
to put into the record 

The Chairman. I will have to ask you to conclude as quickly as possible 
l>ecause in about 5 minutes we have to go over to the House. 

Mr. McKen^ite. I would like to put into the record a part of the statement 
of Sir Henry Drayton with regard to the sales tax, which may be of interest 
to the committee. He says in an address last May, " Theoretically, a general 
turn-over tax on commodities and services has much to commend it. In prac- 
tical administration, though, in view of the fact that after careful survey 
It has been establshed that books are not kept in many retail stores, the 
<?ost of administration would be unduly great and difficulties of collection 
many." 

And I would like also to read into the record a statement of his secretary 
written on the 28th day of January, this year, in which the secretary says, 
in speaking of the manufacturers' tax : 

" It is certain that the unscientific nature of the levy from the standpoint of 
progressive taxation will not be lost sight of when reductions are possible." 

I though those two statements might be of interest to this committee. 

I thank you for your attention. 

The Chairman. Mr. McGrady we will hear you for about two minutes. 
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STATEMENT OF MB. EDWABD E. McQBADY, BEFBESENTING THK 

AMEBICAN EEDEBATION OF LABOB. 

The Chairman. Give your full name and the business you represent to the- 
reporter. 

Mr. McGrady. Edward F. McGrady, representing the American Federation 
of Labor. 

I want to say as a representative of the American Federation of Labor,. 
Tvhich has a membership of more than 4,000,000 working men and women — ^aml 
right there I want to say that our organization sent to war more than 750,000 
men — is in favor of the bonus, but w^e are opposed to raising the funds for the 
bonus by a sales tax. 

We believe that all taxes should be basetl on a man's net income. The 
sales tax does not follow out that idea. 

I agree with President Harding that there ought not to be a shifting of taxes,, 
and I agree also with the chairman that there has been a shifting. 

In 1919, 73 and an odd fraction of the percentage of the taxes raised were 
raised from income and excess profits taxes, and 26 and a fraction per cent 
were raised through consumption taxes in this country, and it looks now^ as 
though there was going to be a shifting just the other way. 

It has been said by the previous speakers that the sales tax is regarded as 
being painless. Has it proved so in France? In France the cost of living to-day- 
is 387 per cent higher than it was before the war, and they have got a sales 
tax. 

Also, I want to point out this fact to you gentlemen. The members of our or- 
ganization over in Canada joined with the farmers in protest against the sales 
tax, and at the last election, held on December 6, we were enabled to defeat all 
of those fellows who voted in favor of the sales tax. 

It used to be said in this country that living was cheaper in Canada than 
it was in the United States. To-day I want to say to you that living is much 
more costly in Canada than it is in the United States, due solely to the sales 
tax. 

Mr. Freak. Sugar is selling for 10 cents a pound in Canada to-day. 

Mr. McGrady. How can the money be raised? Of course, it has got to be 
raised. I would like to say I am not a tax expert, but I have got a great deal 
of respect for the ability of the chairman of this committee, Mr. Fordney, and 
1 would suggest that you give serious consideration to what he recommended a 
few months ago when he said that additional taxes could be raised by pladng- 
a tax on stocks and bonds. 

Mr. Frear. You are reading from his former bill? 

Mr. McGrady. I am reading from his bill. He also said that a tax might 
be put upon produce exchange, and also said that a tax might be placed on real 
estate. 

Mr. Collier. What is the date of that bill? 

Mr. McGrady. May 15, 1920. 

Mr. Collier. That is Mr. Fordney*s bill? 

Mr. McGrady. That is Mr. Fordney's bill. And I want to also say that you 
might 

The Chairman (interposing). There are several gentlemen around the table 
that voted for that bill. 

Mr. Frear. It was voted out of the committee. 

Mr. Collier. It sounds to me like a good bill. 

Mr. McGrady. It is a good bill, and I think that the committee should stand 
by those propositions in the bill in regard to raising taxes for the soldiers* bonus. 

The Chairman. I approved of the bill, voted for it, but did not write it. I 
helped to write it. 

Mr. Oldfielp. It provides for a tax on bonds. 

Mr. Collier. It sounds like a good bill. 

Mr. McGrady. Mr. Fish said yesterday that he felt that the present adminis- 
tration would lose a great many votes if they passed this bonus. I want to say 
this, Mr. Chairman, that for every vote that you lose if you pass this bonus, you 
will lose one hundred votes if you attempt to raise the money by way of a sales 
tax. 

The Chairman. Well, that is your opinion, 

Mr. McGrady. I know that it is the opinion of all of the people that I have 
spoken to about it. Last month I attended the conference of the American Legion 
in Indianapolis, where they had delegates from every State in this Union, and I 
went into their conference and attended their committee meetings on national 
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legislation, and among the discussions In their committees was the bonus. And 
thie attitude of the American Legion was this: "We want the adjusted com- 
pensation, but we do not feel that we want to tell Ck)ngress how the money is 
Soing to be raised." 

Hut they assured me that the committee members personally were absolutely 
opposed to the sales tax. That is absolutely true. That also was the opinion of 
tbe individual delegates of the American Legion, and that is the opinion I have 
found in every State in this Union. 

I am aware of the fact that the committee is anxious to go, and I do not want 
to detain the commitee any further, except to impress upon you that the people 
of this country will resent the enactment of a sales tax, and not only will the 
people resent it, but the members of the American Legion will not thank you, be- 
<;ause while you give tliem a bonus with one hand you are going to take it away 
^with the other by way of the sales tax. 

In the last tax bill you repealed $60,000,000 of luxury taxes. What will the 
people back home say when they hear you took off taxes on the luxuries of life 
:and placed a tax upon the bread and butter of the workers? 

You took off $450,000,000 of taxes from the corporations which made excessive 
profits. What will the farmers of the country, whose average earnings last year 
were $485, say when they are told you took off $450,000,000 worth of taxes from 
-excessive profits and to make it up you are going to place a tax upon the backs 
.and stomachs of the farmers and the workers — two groups that are to-day almost 
facing the starvation line? * 

Tou reduced the surtaxes on incomes by the amount of $61,500,000. What will 
-the people back home say wh^i you attempt to substitute this loss of income from 
the wealthy by putting it upon the breakfast table, supper table, and dinner pail 
of the workers of our nation, 5,000,000 of whom are now without work and 
3,000,000 more who are working not more than two days a week? 

It is an extremely dangerous proposition, and I predict that if you impose a 
jsales tax the people of this country will do what the people of Canada did 
Avhen they had an opportunity — defeat everyone who voted for it. 

This is the way a sales tax will work out as we see it : 

A wealthy man having an income of $50,000 a year and who spends $10,000 
to live on is taxed upon only one-fifth of his income, whereas a workingman 
^'ith a family getting $20 a week and spending it all to support his family 
Is taxed on his entire income. This, I submit, is absolutely unfair and it is 
not living up to the theory which says that " taxation should be borne by those 
best able to pay." 

Again, let me cite another instance :. A well-to-do person would buy a barrel 
of flour and would pay one tax on the barrel, but a poor workingman having 
very little money and buying bread by the loaf would have to pay a tax upon 
each loaf, which would make a great discrimination in favor of the rich. 

And, as a further example, I would point out that a rich man who is single, 
with no dependents, would pay taxes upon what he alone consumed, but a 
poor worker with a family of Ave children would have to pay a tax not only 
upon what he consumed but upon what each member of his family consumed. 
This, I maintain, is a fair example of the injustice of this form of taxation. 

I have pointed out to you that Congressman Fordney, chairman of the Com- 
mittee on Ways and Means, has already stated that to pay the bonus taxes 
should be raised by putting additional surtaxes upon incomes, stocks, and 
bonds tax, produce exchange tax, real estate tax, and a tax on cigarettes.. 
If this form of taxation was just and feasible, then it is equally good to-day. 
In addition to that, I would recommend an inheritance tax which would bring 
in approximately $200,000,000 a year, a gift tax which would bring in $200,- 
000,000 more, and a 20 per cent tax on undistributed profits which would bring 
in $500,000,000, all of which is more than enough to meet the bonus and to pay 
the deficit that is facing the Grovernment in the coming year. 

In conclusion, in the name of the American Federation of. Labor, which I rep- 
resent, I would like to protest against any policy of so framing a bill for 
adjusted compensation for the soldiers as to make It necessary for Congress- 
men to either vote for a measure which they have already defeated or vote 
against the bonus bill itself. We hold that we either owe more consideration 
to the veterans of the war in the form of adjusted compensation or else we 
repudiate such a debt. If the former, then this should be paid out of the 
general revenue, and if the revenue bill will not raise a sufficient sum to 
meet all requirements of the Government, then the revenue bill should be 
redrafted as a separate measure. 
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Mr. Fbeab. Mr. McOready, anything that you wish to add I think that you 
can put in the record. 
Mr. McGready. Thank you. 

The Chairman. The committee stands adjourned until 2.30. 
(Whereupon the committee recessed, to meet at 2 o'clock p. m.) 

AFTER RECESS. 

The Chairman. The committee will first hear Mr. Woodruff, of Michigan. 

STATEMENT OP HON. BOY O. WOODBITPF, A BEPBESENTATIVE IN 
CONGRESS FKOM THE STATE OF MICHIGAN. 

Mr. Woodruff. Mr. Chairman and gentlemen of the committee, I appear here 
as an ex-service man. I believe that inasmuch as I have served not only 
through the World War but during the Spanish War as well, I am in a posi- 
tion to speak for the ex-service men so far as this bonus matter is concerned,, 
and I want to say that information comes to me from Legion sources — and I 
use the term " Legion " as representing the ex-service men of the recent war — 
to the effect that they want the bonus. They believe they are entitled to it. 
I believe that it should not be called a "bonus," because it is in no sense a 
gift to these men, but it rather is what has been termed occasionally " ad-^ 
justed compensation." It proposes to do for the ex-service man something^ 
that he was unable to do for hims*elf, for the reason that he was taken liter- 
ally by the scruff of the neck and dragged out of a good position, perhaps, and 
thrown into the Army at a dollar a day, of which he received approximately 
25 cents, after his allotment had been deducted and after his insurance pre- 
mium had been paid. 

The Chairman. And the purchase of Liberty bonds? 

Mr. Woodruff. Yes; and the purchase of Liberty bonds. Very frequently 
a man drawing $30 n month had an allotment of $15 a month, which, of course,, 
went to his family ; and in addition to that he had to pay his insurance premium, 
which ran from $6 to $8, leaving him vecy little out of the dollar a day which 
the Government paid him. 

The ex-service men believe they are entitled to this; they believe it is just 
a little step that can be taken by the Government to make up to them some- 
what, in a very moderate degree, by the way, for their lack of opportunity 
to take -advantage of the higher wages during the war, to compensate them 
in some degree for having given up good jobs, which, upon their return to civil 
life, they found others had taken and wWch others to-day still hold. 

I do not believe there is a question in the mind of any member of this com- 
mittee but what this bonus, so-called, will be granted by Congress. It is not 
necessary for me to argue the virtues of this particular thing to the committee, 
because I believe every member of the committee feels that these men are en- 
titled to this. I think whatever the committee may do will be little enough. 
I do not believe that the men can be compensated properly, but I know they 
will be very grateful for anything that this committee feels fit to recommend 

and Congress sees fit to pass. . ^. „ , 

Mr. Hawley. One of our coUeagues, Mr. Fish, of New York, recommended 
the scaling down of the amount to be paid in cash to $500 for overseas service 
instead of $650, and to $400 for service in this country instead of $500. What 
is your opinion on that? . ^ ^ 

Mr. Woodruff. I would not approve of that. I can not agree with Congress- 
man Fish on that. 

Mr Garner. You should add, Mr. Hawley, that Mr. Fish proposed to mcrease 
from 40 to 60 per cent the amount to be paid for the other four propositions. 
I think that was in c<Minection with this. 

Mr. Hawley. If the gentleman had not interrupted I intended to present 

the other suggestion and will do so. . ^ ^ ^ ^ 

Mr. Garner, Mr. Woodruff had already answered the question before I made 

my statement. , ,. ^ ^^ ^ .„ - , 

Mr. Woodruff. I tliink this: That the ex-soldiers of the country will feel 

that when the cwnmittee has made its recommendation they will have weighed 

the question carefully and will perhaps have done as well by the soldier as 

they feel they can do. 

Mr. Hawley. He added to his proposition a suggestion to increase the value 
of the other four options to induce the soldiers, as he explained, to take them. 
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as matters of permanent benefit to them and to the country in some refi9>ects» 
rather than to take the cash which might only be a temporary benefit to them. 

Mr. Woodruff. I am not arguing particularly for a full payment in cash. I 
think the men will accept the particular plan that appeals to them. I have 
an idea that a great many men will want the cash, and that a great many 
other men will take advantage of the other options. 

Mr. Gabner. Then, if I understnd your first answer to Mr. Hawley, you are 
probably under misapprehensions as to Mr. Fish*s proposition. 

Mr. Woodruff. Yes ; it was. I knew nothing whatsoever of Mr. Fish's propo- 
sition. 

Mr. Garner. I understand that if we merely cut down the cash proposition 
and do not compensate the men in some other way, naturally there are others 
who believe in this compensation bill who would oppose it? 

Mr. Woodruff. Naturally. 

Mr. Hawley. Mr. Fish's proposition is this, Mr. Woodruff, if I understand 
him correctly : For instance, it proposes to reduce the amounts paid In cash by 
20 per cent, from $625 to $500 for oversea service; and from $500 to $400 for 
service in this country, and add that 20 per cent to the other options, so as 
to induce men to take insurance or to build homes, settle upon the land, or 
take vocational training. His idea is that it would be in the interest of the 
public as a whole if we could induce the men to take one of the four proposi- 
tions rather than to take so much cash and probably dissipate it without a 
great . deal of good coming to them. The $625 and the $500 payments are 
maximum payments, that is, limitations on payments. 

Mr. Woodruff. With a full understanding of Mr. Fish's proposition, I can 
see no objection to it, and I could see some virtue to it, by the way. 

The Chairman. Mr. Woodruff, his proposition to the man who wants money 
would be to give that man 20 per cent less than the old bill provided for 
which passed last year? 

Mr. Woodruff. I think that is quite all right. 

The Chairman. That is the principle of his proposition. 

Mr. Woodruff. I see no serious objection to that at all. 

The 'Chairman. As the old bill provided for $500, we will say, as a maxi- 
mum tjo the man who served on this side, we would only give him $400 in cash, 
and we say to him, " If you wish to take one of the otlier propositions we will 
add what we have taken to $500." But the man who wants money would be 
the man who would suffer from Mr. Fish's proposition. 

Mr. Woodruff. I understand that. 

The Chairman. And i)erhaps 92 per cent of the soldiers would take the cash. 

Mr. Woodruff. I understand that, Mr. Chairman, but I believe that if the 
other options which are proposed were made more attractive there would be 
fewer men who would ask for the cash. 

Mr. Garner. Do you not believe, Mr. Woodruff, that it is in the interest of 
the soldier himself, if he possibly can, to take one of the other four options? 

Mr. W^ooDRUFF. I think there is no question in the world about it- 
Mr. Garner. I think that Congress should take that into consideration. 

Mr. Woodruff. I also think that Congress should take that into considera- 
tion; and, further, I will say this, that if the otJier options are made attractive 
enough, many soldiers who would possibly ask for the cash under the proposed 
plan would ask for the other options and thereby benefit very materially by 
such a choice. 

The Chairman. Mr. Woodruff, if that be true, if he does take that proposi- 
tion, you are deferring the benefits to be received by the soldiers 20 years. 

Mr. Woodruff. I do not just get that, Mr. Chairman. 

The Chairman. If he takes insurance, for example, and does not take the 
cash, but gets 60 per cent more than would be given him in cash under Mr. 
Fish's proposition, he lives 20 years before he gets anything on it. 

Mr. Woodruff. I understand all that; but everyone here recognizes, Mr. 
Chairlan, that if this bonus is not granted none of these soldiers are going to 
starve to death ; they are going to get by some way. 

The Chairman. Oh, yes. 

Mr. Woodruff. And it seems to me that if they take the options other than 
the cash under the law, which they can do, in the long run they will be more 
greatly benefited. 

Mr. Garner. Let it be remembered, also, that this insurance policy has a 
borrowing value. 

Mr. Woodruff. I understand that. 
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The Chairman. But not for five years. At all events, we want to leave that 
for the man who gets the money, and the object is to make the cash payment 
80 small that he will not take it, that is all ; and then the Government mil get 
by without putting up the money? 

Mr. Woodruff. I would not advocate it to that extent, nor would I approve 
it. I am merely not taking issue with Mr. Fish's proposition, because it has 
some virtue. 

The Chairman. I do not know where the vlrtae of it is. 

Mr. WooDRTTFF. I think there is some virtue to it. I think the committee 
knows full well that the people of the country want Congress to take some 
'action upon this measure. I think that has been demonstrated in every State 
where the bonus proposition has been submitted to the people. I think that 
possibly the least vote a bonus has received in any State has been 2 to 1, and 
the vote in some instance has been as high 3 or 4 or 5 to 1. There can not 
be any question in the minds of any Member of the House but what the pepole 
want it and will approve it 

Of course, then com^s the question of raising the money. 

The Chairman. Whether the House approves of it or not, a very large 
majority is for the bill that was passed through the House last year? 

Mr. Woodruff. Tes; and I think we wlU have a larger majority for the 
bill reported out by the committee this time. 

The Chairman. In the States that voted for the bonus it has been carried 
by an overwhelming majority. 

Mr. Woodruff. Absolutely, which goes to show that the people throughout 
the United States are in favor of this thing, because the people in one State 
think pretty much as people in other States, particularly where things of this 
kind are under consideration. 

Mr. GARNiai. What about getting the money? 

Mr. Woodruff. Mr. Chairman and gentlemen, you have recently repealed 
smoe laws and some taxes, and you have reduced other %taxe8. But. before I 
toficfa upon that I w;ant,,to^ call, attention tQ someth^i:^ that other countries have 
done. Canada has granted their soldiers a bonus of $600. 

Mr. Lonoworth. And paid it by the sales tax? 

Mr. Woodruff. Oh, yes. But the people who voted for that are not in posi- 
tion to put into effect any other laws at this time. 

Mr. Lonoworth. I only stated the facts. 

Mr. Woodruff. I am only stating facts, by the way. Belgium — ^any one who 
knows the conditions existing in Belgium during and after the war will realize 
that Bel^um was not in any such financial position to give a bonus of this 
kind as the United States, and yet they paid their soldiers $492 in the equiva- 
lent of American money. 

France — and everybody, I think, recognizes the fact that if there is a country 
in the world on the verge of bankruptcy it is France — ^paid her soldiers an 
equivalent of $249. 

Italy has paid her soldiers $04 and the United States has paid the American 
soldiers $60. 

The Chairman. What did Great Britain pay? Have you got that? 

Mr. Woodruff. Great Britain has paid $141. 

The Chairman. And she paid as high as $4,000 to her officers? 

Mr. Woodruff. Yes ; and personally as an ex-officer I want to say that that 
is something of which I disapprove very, very much; and I hope this com- 
mittee will not report out a bill which will pay to the officers any more than 
it pays to the enlisted men. 

Mr. Longworth. You would not want to pay any officer above the rank 
of captain? 

Mr. Woodruff. That will be perfectly satisfactory to me, and I was a 
major. I should not object to that. I certainly do not hope to profit by 
anything this committee or Congress may do along that line. 

The tax bill recently enacted repealed the excess profits tax, which was 
estimated by the Treasury Department to have yielded this year something 
like $450,000,000. I do not suppose that in the last twenty years business 
conditions have been as bad as they have been during the past year, and yet 
the very conservative Treasury Department down here estimates that that 
tax would have netted the Department $450,000,000 this year. 

It is easy to be seen that if the excess profits tax would give to the Treas- 
ury that amount of money during times of this kind, that a very material 
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amount of the revenue needed to run the Government could be raised by 
excess profits tax during normal times. 

The Chaibman. Mr. Woodruff, those estimates were made nearly a year ago? 

Mr. WooDBur. Yes; and they were made by very, very conservative people. 
It is entirely possible, Mr. Chairman, that the excess profits tax would not 
have yielded $450,000,000. 

But my position on the excess-profits tax is this, that whether or not it would 
yield $450,000,000 annually or whether it would only yield $50,000,000, the 
Congress can not justify itself in ever having repealed that law. 

My reasons for think that are these : 

The Chairman. I think it was a very just tax on the part of Congress. 

Mr. WooDBUFF. I know how the chairman feels about that, and I have the 
veiy greatest respect for his opinions, and I am onl/ sorry that I can not agree 
with him on all things. 

The Chairman. We will not quarrel. 

Mr. Woodruff. But it is a well-recognized fact that the progressive tax, as 
applied to the individual, is the correct one. If that theory is correct as 
applied to the individual, surely it must be correct as applied to corporations. 

The Congress raised the normal corporation tax from 10 per cent 

Mr. Gbeen (interposing). Mr. Woodruff, do you not realize the excess-profits 
tax and the income tax were levied on altogether a different basis? 

Mr. WooDBUFF. On the same theory? 

Mr. Gbeen. Yes. 

Mr. I^ngwobth. The excess-profits tax was based on invested capital, and 
there is no such thing as Income tax based on invested capital. 

Mr. Fbeab. But this is a fact in favor of the taxation, that under the 
excess profits you give an exemption of 8 per cent before you begin levying, 
the tax? 

Mr. WooDBUFF. Absolutely. 

Mr. Gabner. I do not think anyone can disagree with you in the tneory 
that the excess-profits tax is as just a tax as any Government can impose upon 
the people. The trouble I have in my mind is that we had very able Secretaries 
of the Treasury — four of them — who made the continued and reiterated state- 
ment that it was impossible to administer that law. 

Mr. Woodruff. Ah, well, of course; but at the same time the country was 
flooded with propaganda for the repeal of the law; and where did the propa- 
ganda come from? 

Mr. Garner. I merely remark that, no matter how many millions of dollars 
were spent, when you take four Secretaries of the Treasury, I can not impeach 
their judgment and good purpose when they were men like McAdoo, Glass, 
Houston, and Mellon, from various walks of life. 

]Mr. Woodruff. Will the gentleman from Texas tell me 

The Chairman (interposing). Let me say to you, gentlemen, that that Is 
water that has gone over the mill, and there is no use of discussing it now. 

Mr. Woodruff. I am discussing the excess-profits tax as the possible source 
for revenue to pay this soldiers* bonus. 

The Chairman. That is all right 

Mr. Frear. You can reenact the law. 

Mr. Woodruff. That can always be done. 

The Chairman. You can talk about that but not about something that is 
past and gone. 

Mr. Woodruff. This is one opportunity for the committee to spread a tax 
that will be recognized by the people generally throughout the country as the 
most just tax ever levied by Congress. 

The Chairman. Do you think Congress made a great mistake in repealing 
that law? 

Mr. Woodruff. I absolutely do. 

The Chaibman. You exercised your right? 

Mr. Woodruff. Oh, of course; and I propose to do it again when the bill 
•comes before the House. You have repealed the tax on jewelry, which netted 
the Government $25,000,000. 

Mr. LONGWORTH. No. 

Mr. Woodruff. That is according to the report I received from the Secre- 
tary of the Treasury yesterday. 

Mr. LoNGWORTH. I do not think the gentleman is correct. 

89314—22 10 
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Mr. Woodruff. I am only quoting the figures that were submitted to me by the 
Treasury Department. 

Mr. LONGWOKTH. That is, that the jewelry tax yielded $25,000,000? 

Mr. WooDBUFF. The jewelry tax yielded $25,000,000; those are the figures I 
got from the Secretary of the Treasury yesterday. 

Perfumes and cosmetics, $6,000.000 ; sporting goods, $4,000,000 ; seats, berths, 
and staterooms, $8,000,000 ; chewing gimi, $1,300,000. 

Every one of those items I have enumerated are taxes on luxuries. I have been 
given to understand, Mr. Chairman, that it was proposed by some members 
of the committee — ^how many I do not know — that it was the purpose to report 
a bill carrying a sales tax with which to raise this revenue ; and I am ever- 
lastingly opposed to repeajing the excess-profits tax and the taxes on luxuries 
on the one hand and spreading a sales tax, which taxes the necessities of life 
on the other. 

The Chaibman. Any information you obtained,* or anybody else, along this 
line came from a wild-eyed, inexperienced man who wanted to circulate some 
news that he knew nothing about at all. 

Mr. Fbeab. Let me say this: I read to the Secretary of the Treasury yes- 
terday a statement which was published in plate matter throughout the country, 
where it said that was the way the bill was to be financed. In the press the 
chairman of this committee was quoted as favoring a sales tax. The chairman 
of this committee gave us to understand in the conference that he favored 
the sales tax. 

The Chaibman. The gentleman's statement was that the committee was going 
to report out. Nobody knows the views of this committee. 

Mr. WooDBUFF. Mr. Chairman, as much as I love the chairman of the com- 
mittee, I am not going to allow him to misquote me even in this way. I did 
not say it was my understanding that the committee was going to report it out. 
I said I had heard that some members were favorable to the sales tax, and how 
many there were I did not know. 

I want to say that there is some justification, to my mind, for believing that a 
sales tax would at least have a friendly hearing before this committee; and I 
have in mind the propaganda that has been going around over the country for 
the last two years, to my knowledge. The newspapers have been full of the 
sales tax ; they have been advocating it. Why? Simply because many of them— 
perhaps not the man who writes the stuff, but the man who owns the news- 
paper — looks forward to the time when the larger portion of the expenses of 
running this country will be raised by sales tax. 

I think anyone who realizes what a sales tax will do realizes that if the 
greater portion of the revenue of the country is raised by a sales tax that it 
is the poor and the needy of the country who will pay that tax; and I am 
against it. 

Mr. Fbeab. The last so-called bonus bill that we put through was reported by 
the subcommittee to be financed by a sales tax, and it was so reported to the 
Republican Congress. 

Mr. WOODBUFF. Then I can not have been so very far wrong in thinking that 
the committee might possibly recommend some such thing in this instance. I 
think everybody knows, who has investigated that question, that where a sales 
tax is spread that $2 will go into the pockets of the men transacting the busi- 
ness of the country who are taxed to $1 that will go into the Treasury of the 
country. 

I do not believe this committee is going to report out any such measure as 
that. I am feeling much easier about it than I did heretofore, and I am very 
glad to state that I do not believe the committee is going to do it. But I do 
believe that if it were done that not only the farming element of the coUntry 
but the laboring element of the country would resent it, and I think it would 
be resented just exactly as that action was resented in Canada. 

Mr. Gbeen. I think there are two bills pending before the committee for a 
sales tax, one a bonus bill or adjusted compensation bill. 

Mr. Gabneb. Each one of them introduced by members of the committee. 

Mr. WOODBUFF. I am trying to believe that the committee will not report out 
any such provisions. I am suggesting that it reenact the excess-profits tax. I 
believe that is a just tax; I believe that is a tax that will meet the approval 
of 99 per cent of the people of this country. I do not think that any man who 
understands this question can object to that particular tax. It is a just tax. 
Under the law as it was — 8 per cent 
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The Chaibman (interposing). How high would you put that? 

Mr. Woodruff. Oh, I think tlie law as originally enacted was a vicious law. 
I think the law as repealed was a law that should have remained on the 
statute books. 

AVhen you allow a corporation to earn 8 per cent before it comes under the 
provisions of the excess profits tax law, and then take from the next 20 per 
cent $1 out of $5, that is a very small amount to take. That is my point. 

Mr. Gbeen. Well, the excess-profits tax, as Mr. Garner stated, in theory is a 
very fair profits tax. But very clearly there have been circumstances in which 
it did not work out equitably. 

Mr. W^ooDBUFF. Was tliere ever a tax that worked out equitably? 

Mr. Gbeen. Oh, no. But I think very few worked out as inequitabl^v as the 
excess-profits tax did. It is not really a tax on the percentage of profit. One 
man will sell an article under the excess-profits tax and make a high percentage 
of profit and yet pay no taxes ; another man will sell the same article with a 
lower percentage of profit and yet pay an excess-profits tax. It is generally 
supposed it was. 

Mr. Woodruff. That is quite true. But you will find inequalities in any tax 
that you spread. 

Mr. Copley. Mr. Woodruff, do you not think it is a bad principle of taxation 
to put a tax on thrift and good management? 

Mr. Woodruff. But let me say to the gentleman from Illinois that the com- 
mittee and the Congress in raising the normal corporation tax from 10 to 12i 
I)er cent has put a stopper on industry in this country. You increased the tax 
of the corporation that was satisfied to do business at a reasonable profit, and 
you cut down the tax of the corporation that was doing business at an enormous 
profit. 

Mr. Copley. I agree with that so far as that goes. I think I have spent as 
much time on this as most men have, and my only objection to excess-profits 
tax — in theory it is absolutely sound — to assess the fellow who can afford to 
pay an excess-profits tax on the ground that he can pass it on and make the 
public pay it, as has been done and will be done until we can devise some other 
means to do it. When he can pass it on it becomes a burden on all the rest 
of us and not upon that fellow. 

Mr. Frear. May I intei*pose and say that for a long time those who were 
advocating the repeal of the excess-profits tax referred to the Attorney General's 
oflice a^ evidence that 23^ per cent had been passed on in the case of excess 
profits? 

Mr. Woodruff. Yes. 

Mr. Frear. I placed in the record, as did Mr. McKenzie and others, letters from 
them saying there was no such evidence ;" that those things were controlled 
entirely by competition and by the laws of trade, and that no man could esti- 
mate what amount was imssed on because conditions of deficiency and business 
conditions all vary. 

The Chairman. If that tax can not be passed on, no other tax can be passed 
on that you put on business. 

Mr. Woodruff. As regards that, Mr. Chairman, I want to say this, that there 
was an effort made to repeal or reduce the excess-profits tax from the point it 
was first placed at — 40 to 80 per cent. Prior to that the cost of living had 
been constantly going up. Immediately upon the cutting of that tax in two 
the cost of living went up something like 40 per cent. 

The Chairman. Do you think the tax had anything to do with it? 

Mr. Woodruff. Oh, no ; not at all. I do not think it had anything whatsoever 
to do with it. It simply demonstrated that the men doing business at that 
time were exacting the most extreme profit that they could exact. 

The Chairman. In all cases the law of supply and demand and keen com- 
petition fixes the value? 

Mr. Woodruff. Oh, yes; and that is precisely why I say the excess-profits 
tax is not passed on to the consumer. 

The Chairman. Oh, yes, it is ; the same as any other tax. 

Mr. Frear. If it has been, what do you think, then, at the conclusion of the 
year 1921, of the American Congress, or a large part of them, endeavoring to 
put through a retroactive tax reaching over $500,000,000 to put back in the 
pockets of those who have prospered that money that they passed on? 

Mr. Woodruff. The gentleman from Wisconsin knows that that was one of 
the most reprehensible things Congress ever attempted to do. 

The Chairman. You must get down to your proposition. 

Mr. Woodruff. I want to express one more opinion. 
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The Chairman. You are not getting anywhere. 

Mr. Woodruff. I want to express one more opinion while I am here, and I 
know it is not going to be approved by many members of the committee, possibly. 
But as a man who volunteered his services for the war and who would do so 
again, if necessary, I resent the fact that the business people of this country 
went to the limit in exacting unconscionable profits from the American people 
during war times. There never has been in the history of the country such a 
nausea of profiteering anywhere in the world as there was in this country 
daring the war, and if it were possible — I do not know that it is — I would 
like to see the war profiteers pay this money. Whether it is possible I do 
not know. 

The Chairman. There was profiteering not only here but the world over. 

Mr. Woodruff. But the iniquities of the people living in other countries does 
not excuse the same condition here. 

The Chairman. But did it not happen elsewhere just the same as in this 
country? 

Mr. Woodruff. Unquestionably it did, and I think it is to the everlasting 
shame of humanity that those conditions existed. 

The Chairman. I was not offering that as an excuse for profiteers here, but 
we have profiteers yet. 

Mr. Woodruff, I know we have, and that is precisely the reason why I 
want the excess-profits tax put back on the statute books. 

Mr. Oldfield. I think we could make the profiteers pay this bonus if we get 
cooperation of the gentleman over there. 

Mr. WooDRUi-T. I want to say to the gentleman that I will be right with him 
in anything he undertakes along that line. 

Mr. Garner. I understood you to say that you would make an effort in the 
House to enact your ideas into law. 

Mr. Woodruff. Yes. I will offer an amendment to the bUl when it comes 
before the House to reenact the excess-profits tax. Further than that I will 
vote against any rule which will prevent me or any other man from offering such 
an amendment. 

Mr. Garner. May I ask the gentleman how many we might hope to get of 
patriots like himself who will help to carry out this reform. 

Mr. Green. I just want to correct a little misapprehension that might arise 
from one of your remarks. We did not repeal the jewelry tax. 

Mr. Woodruff. What tax? 

Mr. Green. The 5 per cent tax on jewelry. 

Mr. Woodruff. I understood it was repealed; I am glad to be corrected. I 
am relying on the experts down at the Treasury Department for my figures, 
and if they are not correct you will have to hold them responsible for it. 

Mr. Green. The corporation tax law. That did not work very equitably like 
the excess-profits tax. But sometimes it worked more equitably than the exces.*?- 
profits tax ; for instance, there were two big tobacco companies down in one of 
the Southern States, I think North Carolina— I am not sure for the moment 
whether they were both in North Carolina or not. One of them is very heavily 
capitalized ; the other not nearly so highly capitalized. They both buy in the 
same market, pay the same price for their tobacco, and sell their goods under 
labels at exactly the same prices. One of them paid quite an excess-profits tax 
and the other paid almost none. Under the present bill they would both pay 
on net incomes. In that case, it will be fairer than it was before. 

Mr. Woodruff. But when you raise the normal corporation tax, by so doing 
you tend to drive money out of conservative business in this country. You 
tend to drive it into business whereby men can make immense profits, or into 
tax-exempt securities. 

Mr. Green. The present corporation tax? 

Mr. Woodruff. Yes ; raising it from 10 to 12^ per cent. Unquestionably every 
one who is engaged to-day in the forming of corporations are hoping to make 
something more than the 8 per cent from which the corporation was exempt 
under the excess-profits tax. 

Mr. Copley. Several first-class industrial bonds were being sold at better 
than 8 per cent return. Do you think any man is going to be engaged in busi- 
ness at 8 per cent when he can go out and get bonds like that or equally as good? 

Mr. Woodruff. I do not see how that can be done in New York for 8 per 
cent You know you can make loans to-day for much less than you could a 
short time ago. 
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Mr. Copley. I know that, because I borrow more money than any man here, 
and I know what a difference there has been in the past year. Industry is 
dull, and they are not using credits, consequently there is more money. 

Mr. WooDBUTF. The gentleman from Illinois simply substantiates what I said. 

Mr. Frear. Let me explain to the gentleman and to the <H)mmittei» that it 
was said, " Well, after we have repealed the excess-profits tax it is going to 
start all the wheels of industry." It has failed to do so, and there is plenty 
of money for all needs. 

Mr. Garner, The Jewelry tax was re<luced. 

Mr. Woodruff. I said it had been repealed, but I said that on the authority 
of the expert from the Treasury Department. I am glad to be corrected. 

Mr. Garner. I have here " 605 A, jewelry, 5 per cent." It was reduced, how- 
ever, 50 per cent. 

The Chairman. The committee will now hear Mr. Browne of Wisconsin. 

STATEMENT OF HON. E. E. BBOWNE, A BEFBESENTATIVE IN CON- 

GBESS FBOM THE STATE OF WISCONSIN. 

Mr. Browne. I wish, gentlemen of the committee, to add my testimony, first, 
in regard to the bonus. I desire to say I voice the sentiment of the people of 
Wisconsin when I say that 70 per cent of them at least, if they had opportunity, 
would vote in favor of the soldiers* bonus ; and I think that this bill introduced 
by the chairman, Mr. Fordney, meets with their approval. I have not con- 
sidered the suggestions of Representative Fish, of New York, who has just ad- 
dressed the committee. Mr. Fish's suggestions may be well taken. I have not. 
considered them enough, having only heard them stated here by the committee. 
But I think, on the whole, this theory of a bonus, giving these four options, 
provided by the Fordney bill can be worked out well. 

The first gentleman who spoke, Representative Woodruff, of Michigan, said 
the great question here is raising the money. I agree with him in this. I agree 
with him also that the excess-profits tax ought to be reenacted to raise this 
money, or to raise a part of it; and I think also that the other ways of raising 
the money which our honorable chairman here proposed on May 21, 1920, 
should be employed. He gives five ways of raising this tax, first, by an addi- 
tional surtax on individual incomes of 1 per cent of the amount by which the 
net income exceeds $5,000 and does not exceed $10,000. 

Mr. FRear. Let me say, Mr. Browne, if you will pardon me the Interruption, 
that that was in addition to the surtax law which was in existence at that time, 
and, of course, we have modified it since. 

Mr. Browne. Yes ; that was in addition to a 65 per cent surtax. Next, 2 per 
cent from $10,000 to $26,000, and 3 per cent for incomes in excess of $26,000. 
This produces, according to his estimates, $108,000,000. I submit that if that 
was a good suggestion to raise money in May, 1920, I do not* see why it is not 
a good suggestion now. 

Another suggestion that meets my approval for raising this money — and this 
was suggested by this committee in 1920 and afterwards indorsed by the House 
by an overwhelming majority — was an excise tax to be levied on corporations 
issuing stock dividends subsequent to March 15, 1920, equivalent to 10 per cent 
of the value of the stock so issued. We all voted for a stock-dividend tax. It 
was practically unanimous in the House when the matter was up, and the 
Supreme Court declared that unconstitutional — the law that we passed. The 
statement here by the chairman of this committee is that this provision is esti- 
mated to yield $45,000,000 in taxes on stock dividends already declared and 
$7,500,000 on future stock dividends. 

Mr. Garner. How would you reach that, in view of the decision of the 
Supreme Court? 

Mr. Browne. I think that this committee can work that thing out. The com- 
mittee must have thought so when it passed it in 1920. 

Mr. Green. That was drawn to meet the decision of the Supreme Court? 

Mr. Browne. Yes. This was drawn to meet that decision. I know, Mr. 
Chairman, from my own observation of people getting stock dividends and 
selling the stock the next day for more than the face value ; they received more 
than par for their stock ; and I never could see, as a matter of justice, why a 
stock dividend that was good right at the bank for the money should not have 
been taxed. 

I do not see why, if that was a good recommendation in 1920, it is not a good 
recommendation now. 
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I further recommend an increase of approximately 15 per cent on existing 
tax on cigars and tobacco and approximately 25 per cent of the tax on cigarettes. 

I see the Secretary of the Treasury, Mr. Mellon — if he is reported correctly- 
recommended a raise in the tax on tobaccos and cigarettes. 

Mr. LoNGWORTH. He did not recommend it. He was very careful to say that 
the Treasury was making no definite recommendations. But he suggested that 
as a source of revenue. 

Mr. Browne. He suggested it then. Another proposition that I urge as a 
means of raising taxes is a tax on mail-order houses. I do not know how much 
such a tax would raise. We know they do a tremendous business; they do 
probably over a billion dollars worth of business a year. 

Mr. LoNGwoRTH. Not this year. 

Mr Browne. I have some figures as to the gross income of seven mail-order 
houses showing what business they are doing this year. 

Mr. LoNGwoRTH. The largest mail-order house in the country lost over 
$20,000,000 this year. 

Mr. Browne. The Irving National Bank of New York is pretty good au- 
thority upon these things. It says in a recent report that the leading mail- 
order houses make a less favorable showing than last year, but notwithstanding 
that they are doing a very large business, as is seen by the following figures: 
Sears-Roebuck, in September, 1921, gross income was $14,800,347; Montgomery 
AVard, $6,363,455. In the case of Sears-Roebuck, for August, 1921, its gross in- 
come was $12,477,430 ; Montgomery Ward income was $5,483,413. 

Mr. LoNGWoRTH. Whatever the gross income amounted to, the fact is, as I 
read in the newspapers, and as I think Mr. Copley, in whose State those houses 
are located, will cooperate that both Montgomery Ward and Sears-Roebuck lost 
something like $20,000,000 apiece. 

Mr Browne. They probably lost a good deal on their books by marking down 
their inventories. They had their goods marked up ; for instance, articles like 
sugar, marked up at high prices, and they marked them down at normal values 
and charged that off to loss. It might have been an inventory loss. 

Mr. Copley. But for the fact that Mr. Rosenwald put up out of his own 
pocket $20,000,000 in securities — that is, after they gave the stores of Sears- 
Roebuck — it would have been insolvent this minute. That is true. 

Mr. Browne. Is it not a fact that they had too much stock on hand? Mr. 
Ford had difficulty in meeting his demands, although he is practically worth a 
billion dollars. I do not think that indicates anything. 

The Irving National Bank in New York states this, that the total sales of 
the seven mail-order houses for nine months in 1921 aggregated $415,877351, 
as against $507,847,934 in the same period last year 

Mr. Copley. Was that on the profits? What &id they tax, sales or profits? 

Mr. Browne. I am advocating a tax upon the gross income of mail-order 
houses. 

Mr. Frear. Why would you tax them? 

Mr. Browne. I would tax them for the amount of the business they do. 
They pay very little taxes. 

Mr. Frear. They pay no local taxes, do they? 

Mr. Browne. They sell by samples. They have not even agents to go around 
selling by samples. They send out their big catalogues at great expense to tlie 
Government. They ship these large catalogues by freight, and then get them 
distributed on the one-zone routes, and the Government carries them out at a 
great loss. 

Mr. LoNGWORTH. Did I understand you to say that you are advocating a tax 
on gross sales? 

Mr; Browne. Yes; in the case of mail-order houses. 

Mr. LoNGWORTH. That would be about as general a sales tax as I could 
imagine 

Mr. Browne. What? 

Mr. LoNGWORTH. That would be about as general a sales tax as I could 
imagine. 

Mr. Browne. I favored such a tax on mail-order houses ; all of this committee 
practically favored that in 1918. 

Mr. LoNGWORTH. Not a tax on gross income. 

Mr. Browne. Let us see about it [referring to the revenue bill of September 
21, 1918]. The revenue bill contained this provision: 

" That on and after January 1, 1919, every person any part of whose business 
consists of retailing of merchandise to or upon orders received by mail shall 
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pay annually a special excise tax equivalent to 1 per cent on the gross amount 
in excess of $100,000 received from such person from such retail sales during 
the preceding year ending June 30." 

I think, Mr. (Copley, you and all the rest of the committee voted for that 
provision. 

Mr. CJoPLKY. Who was chairman of the committee when 

Mr. Browne. That was September 21, 1918. Mr. Kitchin was chairman, and 
when this bill came into the House all tlie Republicans voted for it as well as 
the Demrocrats. 

Mr. Copley. I beg your pardon. I voted against it 

Mr. Browne. If you voted for this bill in the House, you voted for this 
provision. This is not a general sales tax ; it is an excise tax on a certain ^nd 
of corporation that escapes taxation in other ways. When we wanted to raise 
money in 1918 we thought it was a good thing to tax mail-order houses, which 
Escape taxation. If it was a good thing then to tax mall-order houses, why is 
it not a good time now to tax them? 

Mr. GoPLET. Just read that again, will you please. 

Mr. Browne. That simply refers to these corporations or persons retailing 
merchandise through or upon orders received by mail. Section 1005 of the 
revenue bill of September 18, 1918, passed the House of Representatives almost 
unanimously after being reported out by this connnittee without any dissent. 
It was afterwards struck out in the Senate, but it passed the House of Repre- 
sentatives, as I stated, almost unanimously. 

Mr. Green. I think I was somewhat responsible for putting that in the bilL 

Mr. Browne. It was a good Job. 

Mr. Green. But on the other side it might be suggested that at that par- 
ticular time we were grasping for revenue in all directions. I think I intro- 
duced this provision myself. 

Mr. Frear. As to that being a sales tax, I would not want that to go un- 
disputed, from the fact that it is a particular line that has to pay no local 
taxes, and that is the justification for paying the tax. There can not be a 
sales tax without being in competition with other lines of business that pays 
no tax of the same kind. Here is a mail-order house [illustrating], and here 
is John Jones, who has a grocery store in the same town. The mail-order house 
is flourishing; John Jones is not. The mail-order house and John Jones are 
in competition. They can not add anything in order to put a sales tax on the 
retail price to reach beyond the price of the local grocer. 

Mr. Copley. Is not that same thing true, for instance, that .Marshall Field 
and all the other department stores in Chicago, New York, and the other great 
cities in regard to things they sell to suburban residents that men do not live 
in that city; they buy from them, but not by mail; they go in and buy and 
carry the goods home? 

Mr. Frear. This depends on whether they come under the definition. 

Mr. Copley. It says '' taking orders by mail." Milwaukee for 20 nriles around 
draws trade in exactly that same way, and the department stores of Milwaukee 
do not pay taxes in those towns. 

Mr. Frear. As Mr. Browne says, the House passed it 

Mr. Browne. If they — Marshall Field — send out an agent into a town, they 
have to take out a license, and then they have to contribute somewhat to the 
upkeep of a locality. But a mail-order house simply sends a large catalogue in 
place of a salesman and pays nothing for local taxes and competes with every 
local merchant, who is taxed to support the schools and the village or city 
where his store is located. 

Mr. Garner. What do you say about the proposition of taxing that catalogue 
at full cost? 

Mr. Browne. I think that certainly ought to be done. The Post Office De- 
partment certainly carries them at a very great loss. 

Another means of taxation which was suggested here by your connnittee 
In 1920, and which I think is just as good now as it was then, is the levying 
of a tax equivalent to one-fifth of 1 per cent on the sales of stocks and bonds. 
This plan it was estimated by this committee to yield $190,000,000 per annum. 

I think those modes of taxation would be favored more than a tax on bank 
checks or raising the postage rate and very much more than a sales tax. As 
Mr. Woodruff said, I think that the tax on excess profits ought to be reen- 
acted, and on the subject of excess profits I do not propose to take up much 
of the committee's time, but I want to simply say this; I have repeatedly 
heard the argument, and it is the standard argument, that the excess-profits 
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tax can be shifted, and that it consequently brings up the cost of living. Before^ 
the excess-profits tax was passed, and even prior to the war, the high cost of 
living mounted up, so our statisticians in the Labor Department say, it in- 
creased something like 60 per cent; and then the war^came on, and we did not 
pass the excess-profits tax for some time, and the cost of living kept on mount- 
ing higher. Then we passed the excess-profits tax, and taxes continued to go 
up some, but after we lowered the excess-profits tax the cost of living con- 
tinued to go up. I have a statement here that I do not think can be con- 
tradicted. 

Mr. Freab. It has not gone down particularly. 

Mr. Browne. Wholesale prices had risen 60 per cent before America 
entered the war and 80 i)er cent before the excess-profits tax was imposed^ 
In 1919 the tax rates were so radically reiluced from what they were so that 
the amount received from excess profits fell from two and a half billion to- 
one and a half billion dollars. Notwithstanding this lowering of the excess- 
profits tax, prices continued to rise steadily until' in May, 1920, they stood 
at 275 per cent of the prewar level. Then, without any reduction of the- 
tax rates, the cost of living fell steadily until they were 148 per cent pre- 
war level in June, 1921. These facts show clearly that the excess-profits taxr 
had nothing to do with the high cost of living and can not be shifted to the- 
consumer. 

Mr. Garner: Who is the authority for that — the Department of Commerce? 

Mr. Browne. The Department of Labor as to the figures quoted. And every^ 
economist without exception holds that a tax or differential profits has no ef- 
fect on prices. Prof. Seligman, a very high authority of Columbia University, 
and. I think that he simply confirms other economists upon the subject, main- 
tains that an excess-profits tax dbes^ not increase the cost of living and is not a 
tax that can be easily shifted. 

The other argument used by those who oppose an excess-profits tax is that 
excess-profits tax causes the capitalists of the country to withdraw their- 
mpney from business and put it in nontaxable bonds. I do not think this 
arguijient Is particularly sound. In the first place, I should think men that 
made great profits during the war would hate to say that to avoid paying^ 
their taxes they would withdraw their money from investment before the- 
war debts were paid: But even if they wanted to do this, how could a cor- 
poration like the Standard Oil Co. withdraw its money from its business and 
invest it in nontaxable bonds?. How could Henry Ford, who is making $40,- 
000,000 or $50,000,000 a year, withdraw his money from his business? How- 
could the Steel Corporation, coal companies, or any of the big profiteers? 

Mr. Frear. If the gentleman will pardon an interruption, Secretary Mellon 
before the Senate Finance Committee said — and I asked him before thi^- 
committee if he had been correctly quoted, and he said that he was — stated 
in so many words that in very few cases of his acquaintance did men of in- 
dustry withdraw their money from industry and put it into tax-exempt se- 
curities because it was generally needed in industry. 

Mr. Browne. Then the motive is not very great, because we know that non- 
taxable municipal bonds and other similar securities do not bring to exceed 
. 4 to 5 per cent interest, and I do not see why a maix^ or corporation that 
would be allowed 8 per cent profit before he pays an excess-profits tax would 
want to withdraw his money and put it into tax-exempt securities bringing^ 
3 or 4 per cent less interest. I think that the excess-profits tax must work 
pretty well, because we collected from it in one year two and a half billion 
dollars. A tax that will produce two and a half billion dollars, in my judg- 
ment, works pretty well, and the next year, when we reduced the excess-profits 
tax, we raised a billion and a half dollars ; and we did it by following out that 
principle that economists all agree upon that taxes should be levied in pro- 
portion to a person's ability to pay. That is a fundamental principle of 
taxation, and a sales tax does not follow out that theory, but just the con- 
trary, makes those who are least able to pay the taxes pay them. That is why 
Mr. Seligman, one of the ablest of economists, was against the sales tax. I 
am very glad to hear there is not very much sentiment in this committee in 
favor of a sales tax. 

Of course, the sales tax idea is not anything new. The Egyptians had it, 
and all of the ancient countries had it and discarded it. It worked badly in 
Mexico, and it is not working very well up in Canada, and it is not working- 
well in France. In Canada a sales tax has brought up the cost of living. 
Sugar is quoted to-day at 10 cents per pound, while in the United States it. 
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is 5 or 6 cents a pound. So, as I say, I am glad that there is not any very 
great danger of this committee favoring a sales tax. 

Mr. Freak. If the gentleman will pardon me, there is no assurance from the 
committee in any way that will not be an approval of t!ie sales tax. All the 
statements that have been made heretofore have been to the effect that the 
sales tax might be used for that purpose. 

Mr. Gabneb. It might be said in connection with what Mr. Frear said, that I 
think that was undoubtedly the original intention of the principal managers of 
the corporations now existing, although in the Senate and the I^puse and at 
the other end of the Avenue I believe the boys have bucked: I believe they 
are all going to withdraw. 

Mr. Browne. I have received a great many letters from my constituents 
against the sales tax. I have not received a single letter against the excess- 
profits tax, and we have got some pretty wealthy men in Wisconsin, several 
getting an income of over $500,000 a year, but I do not think they are fighting 
against the excess-profits tax. At least, they have not written me, an<J have 
not written any of our delegation, so far as I can find out. They think this 
war debt is a sacred obligation and feel obligated as much now to pay it as 
during the war when we were fighting. 

The Chairman. Have you looked into the profits of those Wisconsin million- 
aires since the country went dry? [Laughter.] 

Mr. Browne. We have got, Mr. Chairman, other industries besides breweries. 
A certain liquid made " Milwaukee famous," to be sure ; at the same time, Mil- 
waukee stands about sixth in the United States as a manufacturing city outside 
of the manufacture of beer. 

I want to call attention to what Canada has done for her soldiers. Canada: 
has certainly been very generous. Fifty-one thousand four hundred and two* 
incapacitated men were given vocational training, and single men while" in . 
training received $75 a month and married men received $100. To all honor- 
ably discharged men who had served more than three years was given a bonus 
of $600 ; for those who served less than two years, $500 ; more than one year, 
$400. Employment was found for 109,493 soldiers. Pensions were awarded 
110,702. Veterans to the number of 59,331 applied for farms, and 43,063 got 
them, to a total of 4,854,799 acres, equal to* one-tenth of Canada's populated 
area. To 19,771 of these soldier farmers Canada loaned $80,371,780 at 5 per 
cent, for stock and equipment, and only 200 men have defaulted in repayment. 
Last year the 43,063 soldier farmers produced crops worth nearly $17,000,000. 

When we think of Canada, a country of only about 8,000,000 people, not as 
large as the State of New York, we can not help but feel like congratulating 
them and thinking that it is certainly possible for this country, the wealthiest 
country In the world, with its great resources, able to at least do as much or more 
than any country in the world for its soldiers, and I believe the people want to, 
and I believe 'Congress wants to. 

Mr. Longworth. You do not want us to do it in the same way? 

Mr. Browne. I suppose you revert back to that sales-tax proposition, then. 
But, as I say, the sales tax violates every single principle of taxation that is 
laid down by the economists of this country or any other country, that the 
ability of the citizens to pay should be taken into consideration when it comes 
to framing a tax law. 

Mr. Hawley. Mr. Browne, has Canada a law providing against unemploy- 
ment? 

Mr. Browne. I am not sure about that. 

Mr. HAWtEY. A number of our allies have such a law, and, of course, the 
veterans of the wars participate equally with other citizens in its benefits. 

Mr. Browne. I ask permission to submit a brief. 

(The brieif referred to will be subsequently furnished by Mr. Browne.) 

The Chairman. Mr. Griflin, the committee will now hear you. 

STATEMENT OF HON ANTHONY J. GBIFFIN, A BrEPBESENTATIVE 
IN CONGRESS FBOM THE STATE OF NEW YORK. 

Mr. Griffin. I will not attempt to trespass upon your time or to venture the 
presumption of suggesting to you any plan of raising the revenue for the bonus 
bill. My mission here to-day, assumed with some reluctance, is to point out 
to you, if I can, how you can avoid the necessity of subjecting the country to 
this tremendous imposition in the way of taxation in order to satisfy the as- 
sumed demand of World War veterans. I am in smypathy with the boys of 
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the World War. I served in the Spanish- American War, and I know what the 
returning soldier has to meet It meant an immense loss to me, personally, in 
the Spanish-American War. It cost me a great deal in dollars, but I never 
dreampt of trying to charge my country with the responsibility for that financial 
loss, a loss that I considered as only a proper sacrifice upon the altar of 
patriotism. 

Mr. Fbeab. On that point, you were not taken by the neck of your business by 
Congress-^ — 

Mr. Gbiffin. I will come to that. I bore the loss cheerfully, and I would 
not dream of trying to put the responsibility upon my country, and I know that 
that was the sentiment of the men of the Spanish- American War. And yet in 
dwelling on this fact a moment, I hope you will not imagine that I am opposed 
to the spirit that actuates the boys of the World War. I am in sympathy with 
their situation. 

Mr. Fbeab. Every Government has enacted such a law and most of the States 
have also. Do you not think that is an evidence of what the public understand- 
ing is? 

Mr. Gbiffin. We must stand on our own bottom. 

Mr. Fbeab. That is just what we are doing in Ck)ngress. Are you opposed 
to the bonus? 

Mr. Gbiffin. I am in sympathy with the boys of the World War, and I am 
going to point out to you a way in which that sympathy can be crystalized into 
something definite for their benefit without exacting this tribute from the 
consumers of the country who have already been overburdened by taxation. 

Am I in favor of a bonus? I do not like the flavor of it; I do not like the 
name of it. It is an insult to an American to feel that you can transmute 
patriotism into financial satisfaction, into a judgment, if you please, against 
your country. I do not like it. Many of the boys who served in the war take 
the same po&dtion as I do^ yet I feel ^ that sometbing ought to be done for these 
b^a. :Now,.whAt w4U 4t be? 'Wh^i the boys came back from the war they 
found their places taken by other men who made no sacrifices, who exhibited 
no patriotism, men who went into the war industries and earned $8 or $10 
a day while these boys were suffering in the camps and on the other side in 
the trenches. They found that men profiteered in industry while they were 
away, and got exorbitant profits. They found that their families were charged 
immense prices for the necessities of life — milk, bread and meat, clothing and 
rent — everything went up. While they were fighting for the fiag their fam- 
ilies were punished by high prices. Something ought to be done. 

Reverting again to the Spanish-American War, the boys in that service got 
$16 a month, but they got every cent of it; the boys of the World War ap- 
parently got $30 a month on the record, but when we come to the actuality we 
find that with the exaction of an allotment of $15 a month for their families 
and from $3.25 to $6.25 for their war-risk insurance, and another contribution 
for their subscription to Liberty bonds, their laundry and the other charges, 
they hardly had enough left at the end of the month to buy cigarettes. So that 
they have a grievance. But I would not insult them in making good this 
grievance by stamping upon them the odium of accepting a gratuity from the 
Government. 

What would I do? I would give to them what was unlawfully and im- 
properly taken away from them. I would give back to them the war-risk 
insurance, which was deducted from their pay. Look at that for a moment. 
These boys were sent overseas in ships which were insured by the United States 
Government at the expense of the United States Government, but the Govern- 
ment of this country compelled the boys to pay the insurance on their own 
lives. The lives of these boys were not their own risk; they were their 
country's risk. If they were lost the country would suffer more than by the 
loss of a ship. Why should they ever have been compelled to pay insurance 
which was really to secure the Government and to prbtect the flag? I believe 
it was an improper exaction to collect war-risk insurance from these boys. 

My proposition is that that be returned. In other words, let us be just 
before we are generous. In the next place, owing to the economic conditions in 
this country I would return the allotments deducted from the pay of our 
soldiers, the $15 a month. 

What will this cost ; what will it amount to? On <-he 29th of March, 1920— 
and the figures have not materially changed since — I want to say that I col- 
lected these figures here at the time that I introduced my bill, H. R. 13333. I 
found the sentiment crystallizing in favor of a bonus, and I prepared this bill 
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providing for the return of the Avar-rlsk insurance and the allotments which 
w^ere deducted from the pay of the service men. 

On March 29, 1920, the date that this bill was introduced, there were the 
following policies or certificates of war-rislc insurance in force : 



Army 3,846,008 

Navy 489, 179 

Marines 71, 664 

Coast Guard 6,618 



Nurses (female) 
Public Health___ 



17,112 
49 



Total 4, 430, 630 



Tlie average service was 11 months, the average premium was about $5; 
tbat would mean $55 for each beneficiary. 

The average service being 11 months would entail an average payment of 
$55 to each one of these, or a total expenditure of $177,225,200. 

The enlisted personnel who made allotments was 1,661,933. Note those 
figures, gentlemen, because here is where you will find an element of dissatis- 
faction or discord in so far as the terms of this bill are concerned. Only 
1,661,933 of the enlisted personnel made allotments — or about one-third of the 
total enlistments. 

The return to allottees, or to the service men, would average $165 each for 
tlieir allotments, which would make a total of $274,218,945 ; altogether malting 
the total cost of putting this proposal into execution, $517,903,595, or a little 
over a half billion of dollars. 

I have found that the great rank and file of the service men are in favor of 
this proposition — the men who had the thoughtfulness and the kindliness and 
consideration for their families to make an allotment for their care — ^but the 
fellows who collected all their pay and spent it in frivolity, of course, see aii 
opportunity in this to raise a protest against this bill. If we give one bonus 
to these men independent of whether they made an allotment or whether they 
provided for their families by war-risk insurance, everybody will come in 
for it; whereas under my proposition, which I suggest is inherently just and 
a fair retribution, if you please^— the men who were thoughtful and considerate 
for their families will be helped. 

Mr. Crisp. Did not the Government, in addition to paying the $15 any soldier 
allotted to his family out of his pay, pay an additional amount? 

Mr. Gbiffin. Yes, sir. 

Mr. Crisp. Therefore, why should the Government make additional payments 
to the soldiers on account of this allotment? 

Mr. Gbitfin. The loss is only inferential. Actually the Government owes 
the soldier or his family. We owed every soldier who made sacrifices some- 
thing. We owed those particularly who had families to maintain, and the 
Oovernment did not make this additional allowances unless the soldier made 
the allotment in the first instance. Uncle Sam might have just as well gone 
*• whole hog as none." If he owes the allowances for wives and children of 
soldiers he might just as well restore the allotment of $15 to the men from 
whose pay it was deducted. 

The Chairman. We have several other witnesses — if you will be kind enough 
to print the remainder of your remarks in the record. We want to quit a 
little early. 

Mr. Griffin. I will do that; but I want to make this further observation 
with regard to the bonus legislation : The bills which have been suggested pro- 
vide four or five options. I am in favor giving the soldiers vocational education, 
but they ought to get vocational education independent of whether you give 
them a bonus or not. 

I am in favor of farm loans as well as the other helps to soldiers, but you 
ought to give them those helps independent of whether you make this adjusted 
compensation or restore to them what is justly due them. 

Every soldier who is encouraged to establish a ranch or to organize a farm 
does something for the community. He increases the population, he increases 
the cultivated area, he does something for the public good. I believe those are 
subjects, Jiowever, for subsequent legislation, and they each ought to be made 
the subject of a separate bill. 

Mr. Frear. The legion has agreed to this, and we have had any number of 
witnesses before us. Do you object to the bill In its present form? 

Mr. Griffin. I do. 

Mr. Frear. Will you please offer an amendment to carry out your sugges- 
tions, because this is the bill that will be enacted, with some modifications, un- 
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doubtedly, as the legion and all others are agreed to it? You have your special 
bill, but have you prepared an amendment to this bill? 

Mr. Griffin. As a way of meeting the demand involved in this propositioa 
of about $517,000,000, I would issue certificates of indebtedness to the men 
drawing 4^ per cent for the amount of money which is to be returned to- 
them. Let them keep them or hold them or let them negotiate them, as they 
see fit to do. 

The amendment I had in mind is to authorize the Veterans' Bureau to give- 
them paid-up insurance for life or for such period of their lives as the amount 
returned to them would be sufficient to warrant, and I have reintroduced my 
bill, amended accordingly, to-day — H. R. 10276. 

I thank you, Mr. Chairman and gentlemen. 

The Chairman. The committee will now hear Mr. Nolan, of California. 

STATEMENT OF HON. JOHN I. NOLAN, A REPRESENTATIVE IN 
CONGBESS FBOM THE STATE OF CAXIFOBNIA. 

Mr. Nolan. I will try to be as brief as I can, but I want to start off by 
saying to my friend from Texas, Mr. Gamer, that I think the general man-^ 
agers of the House and Senate have had their ears to the ground and under- 
stand pretty well that the sales tax would not be very popular in this country,, 
and do not intend to do anything to turn back the control of the House and 
the Senate to the Democratic Party any sooner than they have to. 

Mr. Gabne». I want to give credit where it is due; and I think it is due to 
you gentlemen who have been earnestly opposed to the sales tax on youf side of 
the House. 

Mr. Nolan. The reason I am opposed to the sales tax is because we have 
repealed a number of taxes on sales — so-called luxury taxes — along with the 
excess-profits and certain surtaxes; and I doubt the advisability, not alone 
from the political standpoint but from the standpoint of equity, of trying to- 
impose a consumption tax upon the American people. 

I just want in passing to say that I think the question as to what the people 
of this country want in the matter of adjusted compensation has been definitely 
settled. I think we all know what they want. I think that wherever it has^ 
been ^ied out in the States the people have overwhelmingly decided for an put- 
and-out bonus, adjusted compensation, or whatever you want to call it, farm 
aid or home aid; and I think that has been pretty well established. So far 
as its being a popular measure is concerned, I think the people of this country 
have had a chance to demonstrate that they want to do something for the- 
soldiers. They have done something for about everybody else in this country 
who staid at home and made money during the war, in the matter of adjust- 
ments ; and I want to say to my friend from New York, Mr. Griffin, that if it 
had not been for the adjustment he and I and other Members of the House- 
voted for the benefit of those who made a tremendous profit during the war,. 
I do not think the soldiers who came back would ask for adjustment. 

The conditions after this World War were far different from any conditions 
that the Civil War veterans or the Spanish-American War veterans had to 
meet, and we made no such adjustments for contractors after any of our 
former wars and the men who came back were not subjected to high prices due 
to profiteering as were the men who served in the late war. 

Mr. Crisp. Do you know how many States have paid a bonus to their soldiers? 

Mr. Nolan. I think it is about 13; and most of them largely through the 
referendum; the States that voted a cash bonus are providing $195,000,000 
for this purpose, and for other forms of compensation about $155,000,000; all 
told, in 13 States, $350,000,000. 

I think, Mr. Chairman and gentlemen of the committee, that the Secretary 
of the Treasury was a little bit high in his figures. I do not want to pose as 
an authority on financial matters, especially in opposition to the Secretary of 
the Treasury, because he has been able to pile up a good deal more money 
than I have. So it seems he is in some respects a better financier than I am- 
But I can not understand where he gets his figures in reference to v adjusted 
compensation. 

It has been estimated that the average will be about $330 per man, and when 
you speak about 4,000,000 men and women that would come within the pro- 
visions of this act, it will be something less than a billion and a half dollars. 

My impression is that you are making the adjusted compensation feature 
of this bill less attractive than at least one other feature. If you will take 
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Titie II, you provide for 10 payments, where the man receives at least $50 per 
<|iiarter. The hig^hest amount of compensation he can receive is $625. You 
run that over into three fiscal years, or t^^'o and a half calendar years, begin- 
ning the payment with the 1st of January next. 

The highest amount of money that a man c*an receive at any one time is 
$62.50. A man will have to be very hard up for money, considering the fact 
that we are giving them a very attractive adjusted service certificate plan 
upon which he can borrow money ; or he will have to be very shiftless before 
lie will begin to take that, and he will have to need money, very bad, because 
you do not permit him in this measure to realize upon his adjusted compensa- 
tion or borrow on it or let anybody loan him money on it, because they can not 
recover; it can not be attached. It is less attractive, I say, than the adjusted 
•service certificate in Title III. 

My impression is, and I think time will bear me out, that not more than 35 
per cent — or, I would say, 33^ per cent — of the men who are entitled to this aid 
will take adjusted compensation under Title II. If that is so, and it is a billion 
-and a half at the outside, it will be .$500,000,000 spread over, we will say, two 
«nd a half years. 

I do not think that you will have to pay out, in any event, more than 
:$300,000,000 the first year in connection with Title II. 

Mr. Fbear. That is substantially what Gen. Lord said yesterday, in view of 
the exact figures, that that is substantially what will occur with all 

Mr. Nolan (interposing). I doubt if it will go that high. 

Mr. Garneb. Let us suppose it goes to $200,000,000 for two and a half years ; ' 
that will be $500,000,000. How would you. get the money? 

Mr. Nolan. If this country is honest with itself or the rest of the world this 
•disarmament conference going on in Washington means this : It means that we 
are going to scrap ships. They have already decided upon the ships that are 
^oing to be scrapped ; that has been adopted. It means we are going to try 
to bring about universal peace for a period of 15 years. Why can we not save 
money by coming back to the prewar basis as far as numerical strength of 
our Army and Navy is concerned? 

Mr. Garneb. That refers to personnel? 

Mr. Nolan. It refers to personnel absolutely. Before we went to the Mexican 
border we had 86,000 men in the Army. It might not be wise to do away in 
a pro rata manner with the same number of officers as enlisted men. It might 
be necessary to keep up a larger number of olficers for the purpose of having a 
skeleton organization. It might be necessary to keep up some of those who are 
engaged in technical work and the like of that. But I can not for the life of 
me see why we can not at least bring the organization of our Army down to 
100,000 or less, and why we can not bring our Navy down even below the pre- 
Tvar basis. If you will do that, my impression is that you will not need any 
additional taxes; that, as far as paying the adjusted compensation provided 
for in Title II, the reductions in the Army and Navy will take care of financing 
that. 

The principal naval and military powers of the world have sat in Washington 
for months, and when they leave here I think their work will be the greatest 
accomplishment in the history of modern times — the work of this disarmament 
-conference. There might be some little bit of quarrel as to how we ought to 
adopt treaties, etc., but I think it will be a great accomplishment, and if we 
are going to be honest 

Mr. Green (interposing). I think we ought to stop naval construction. 

Mr. Nolan. The only thing you have got to do, Mr. Green, is to complete cer- 
tain ships that are about completed now. 

Mr. Green. Right. 

Mr. Nolan. You have got to scrap all the ships named in the naval agreement, 
and we ought to immediately set about to reduce the personnel, both enlisted 
men and officers. 

Mr. Green. Yes. 

Mr. Nolan. It is specifically provided for. You are going to get rid of a lot 
of ships. But It will be a godsend to the world. Other countries are going to 
do it What applies to the Navy, so far as the scrapping of ships and stopping 
the building of ships goes, ought to apply to the Naval Establishment itself, 
and we ought to get busy on that. 

The Chairman. You mean the men? 

Mr. Nolan. Yes. 
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Mr. Gabneb. That whole question comes up in making appropriations for the 
Army and Navy. This committee can not control that ; neither can we affirma- 
tively assume the amount of money they are going to cut down the Army and 
Navy appropriation. 

Mr. Nolan. That is true; but it ought to be taken into consideration. This 
committee in framing revenue legislation looks to the future as to what the 
expenditures of this country are going to be. You get your estimates from 
the Treasury. The Secretary of the Treasury comes down here and says he 
is going to have ^ deficit; he tells you just exactly how that money Is going 
to be spent. Unless this thing can be worked out — and it will not take long 
to work it out — about cuts for the next fiscal year, we have certain obligations 
to the men who are in the Army and Navy. But I am sure the same thing 
will happen that happened before. There was a great hue and cry that we 
were going to break a contract with the enlisted men. I know from personal 
knowledge from men that have written me, and I guess have written every 
other Member of Congress, in order to get out of the Army, and they are told 
the only way they can get out is to buy their way out. 

I venture to say that if we get started on the consideration of the Army 
bill and the Navy 'appropriation bill — and we have got to pass on them very 
soon and give consideration to them after this disarmament conference gets 
through — it will be the 1st of January, 1923, when you start paying these 
bonuses, and we w^ould have our enlisted personnel of the Army down to 
86,000, and put the Navy down to where it ought to be, we could save enough 
money to take care of this bonus proposition. 

Mr. Hawley. Have you made any .calculations on actual figures on the basis, 
for instance, of 100,000 men for the Army and a similar establishment for the 
Navy? 

Mr. Nolan. No; because the Naval Establishment would have to be reduced 
from its present personnel of 100,000, and I have not the figures. 

Mr. Hawley. Have you an estimate of what that saving would be? 

Mr. Nolan. No. And I figure that in laying these ideas before you gen- 
tlemen that it will be very easy for you to get them if the idea strikes you. 

I want to huriT along, and I want to get to Title III. Title III provides for 
adjusted service certificate. I think that that is so attractive that most 
of the ex-service men will take it. It is not necessary to get after that imme- 
diately to raise funds for that, but I think that you could very well afford, 
gentlemen, to take the interest on, the foreign debt and create a sinking fund 
to provide for the loans under the terms of Title III as well as any payments 
that might have necessarily to be made out of it. , 

Mr. Hawley. If we use the interest from the foreign debt while we have 
outstanding bonds on which we have obtained money to loan foreign countries, 
we would find it necessary to raise money from other sources to pay interest 
on our own bonds. 

Mr. Nolan. I do not think it will take all of it. 

Mr. Hawley. We have bonds outstanding in the full amount of the foreign 
debt? 

Mr. Nolan. Yes. 

Mr. Hawley. And we are paying interest on that? 

Mr. Nolan. Yes. 

Mr. Hawley. If we get that money from abroad and do not use it to pay 
interest on our bonds, we must raise money from other sources to pay the 
interest on our bonds. 

Mr. Nolan. We passed the funding bill to-day. It will go to the President 
within a short time. I think the commission provided for under the terms of 
that act, would have their hands materially strengthened in going before the 
foreign countries and asking for an adjudication of their debt if it could be 
shown that that money was to be used, or some of it, perhaps most of it, for 
the men who went on the other side to fight their battles to save the world. 

Mr. Hawley. I am not disputing but what that might be a moral argument. 
But if we used the money paid by foreign countries as interest on what they 
owe us, then ourselves, having issued bonds to get that money, must raisie 
money from our own people to pay the interest on the bonds. 

Mr. Nolan. You are doing it now, and God knows when we are going to get 
any money. But I think if you will take this position you will have strength- 
ened the hands of the commission in getting them to come to reason in reference 
to payment of the interest. 
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If they did the very thing that you gentlemen are trying to do to-day, work 
out some sort of equitable method of taxation in their own countries and 
would tax their people as the American people are being taxed, there would 
not be any question about the payment of the interest or principal. But I 
think you can well afford to take enough of that to take care of Tittle III. 
Title III runs for 20 years. You are now, in computing your taxation, pro- 
viding a method of paying interest on the bonds you speak of, and you have 
been doing it ever since the bonds were issued. That must be done through 
taxation. 

But this committee seems to want to find some method of avoiding any 
additional taxation, and I suggest that as a method. You do not know now 
whether you are going to get that money back to reduce taxes. You would 
be able to if you did not have to use this money for the payment of any of 
the provisions of this act; you would be able to get probably a half billion 
dollars a year in interest from abroad to take care of the interest on our own 
bonds, and to that extent reduce taxation in this country. That is not what you 
are scratching your heads about in considering this bill. You are scratching 
your heads now, and so is the Secretary of the Treasury, and everybody else, 
to avoi(} additional taxes. 

Mr. Freab. I think you are very high on the amount of interest you would 
get on the foreign debt. 

Mr. Nolan. Well, yes— over $400,000,000. 

Mr. LoNGwoRTH. We have got to guess as to the number who will apply for 
the cash bonus. I do not know whether you have overestimated it, but the 
Legion officials seemed to be a unit on 50-50 proposition — that about 50 per 
cent w^ould apply for the cash and about 50 per cent would take the other 
options. 

Mr. Nolan. I think they are high, and I think my figures will be nearer 
to it when the thing is worked out, because you make it less attractive for the 
cash than for the other features. 

Mr. Browne, of Wisconsin, told you that 43,000 men in Canada took ad- 
vantage of the land-settlement plan up there. I do not think that, except in 
certain sections of the country the veterans will pay very much attention to 
that, but I think in the West and South and in the Middle States where there 
is plenty of acreage, you can make that a very attractive feature of this 
measure. I do not think, so far as vocational training is concerned, that that 
is extra attractive, except to some man who wants to study for the professions, 
who might take advantage of it, but the tradesman will not. 

Mr. LoNGWORTH. What other percentage is taken in cash? We have got to have 
the funds ready by some provision. 

Mr. Nolan. I think you ought to give some thought, then, to reducing the 
Army and Navy. We are not confronted after this conference adjourns — and it 
seems as if they are about to reach some definite conclusions — with any alarm- 
ing situation so far as an army and navy are required on the Atlantic or 
Pacific. I think that goes without saying. 

I think we could afford, at least for the first 10 years, to take a pretty good 
naval and military holiday, and we would by that means alone be able to take 
care of all the payments provided for in this act. 

Mr. LoNGwoBTH. Of course, that is looking forward to at least two or three 
years from now before any effect will be shown very definitely? 

Mr. Nolan. Not necessarily. We did it in the last appropriation bill; we 
reduced the Army to 150,000, and we were told by the gentlemen down in the 
War Department that the country was going to the demnition bowwows if we 
did it. 

Mr. LoNGWORTH. Suppose we made another substantial reduction in the 
coming bill ; that would not take effect until 1923. 

Mr. Nolan. Those first payments in this do not begin until 1923 under this 
bonus. Then one- tenth of what is coming to the man goes into effect every 
three months automatically. 

Mr. Garner. The appropriations we make this year commence on July 1, 
1922, and the payments under this bill do not come until January 1, 1923. If I 
understand your position, Mr. Nolan, it is this: That if the Congress will 
properly economize in the matter of military and Army expenditures they can 
pass this bill and put it on the statute books without any tax at all and be able 
to take care of the situation? 

Mr. Nolan. As far as cash payments are concerned, I will say this, that you 
will have until next spring — until you consider the appropriation bills for 1924. 
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Then yon will know definitely where you are at. The bills that we are passing 
now for the Army and Navy will be for the period until the end of June, 1923. 
By that time this thing will have worked itself out. I think if you will give 
some thought, gentlemen, to a reduction of the large personnel of the Army 
and Navy it will run into enough money to take care of this. 

Mr. Gabneb. If we can pass this bill (H. R. No. 1) and put it on the statute 
books without levying additional taxes, and the appropriations for the Army 
and Navy properly considered, you have them reduced as they ought to be and 
will be reduced. 

Mr. Nolan. I do not think you can as far as other features of the bill are 
concerned. 

Mr. Gabneb. So far as other features of the bill are concerned, it will take 
care of them until two or three years hence. 

Mr. Obisp. Mr. Chairman, this letter comes to me from a soldier in my dis- 
trict opposing the bonus, and I ask that it be inserted in the record. 

The Chaibman. Without objection, that may be done. 

(The letter referred to and submitted by Mr. Crisp is here printed in full, as 
follows : ) 

Bank of Bybomville, 
Byromville, Oa,, January $t\ 1922. 

Deab Sib: Please allow me to state that I am an ex-soldier of the recent 
World War. Came out safe, and am thankful that I was able to do my duty 
in enlisting in the war, and more thankful that I came out unharmed and as 
able to work as ever. I do not think the United States owes me anything 
for my service, as this was my duty. I as well as all the other men 
connected with banks who are in position to know finances know that it is 
absolutely wrong to tax the people for soldiers' bonus. Those who are disabled 
deserve compensation. It is a sin to tax the people to pay to able-bodied 
soldiers. A little political favor now means' politicians' downfall a little later. 

The anticipated tax on checks will ruin business, and the poor man will have 
it to pay. • 

Hope you, our Representative, will think this over. 
Yours, very truly, 

S. H. Buxton, Cashier, 

« 

The Chaibman. The committee will now stand adjourned until to-morrow 
morning at 10.30 o'clock. 

(Thereupon, at 4.30 o'clock p. m., the committee adjourned to meet to-morrow, 
Saturday, February 4, 1922, at 10.30 o'clock a. m.) 



Committee on Ways and Means, 

House of Repbesentatives, 
Saturday, February 4, 1922. 

The committee this day met, Hon. Joseph W. Fordney (chairman) presiding. 
The Chaibman. We will hear Mr. Stafford first. 

STATEMENT OF HON. WILLIAM H. STAFFORD, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN. 

Mr. Staffobd. Mr. Chairman and gentlemen of the committee, I have been 
occupied each day and afternoon with committee hearings, and have not been 
able to be present to ascertain what has been suggested to the committee in 
the way of proposed methods of raising additional revenue ; but I wish to pre- 
sent, and If it has already been presented to supplement, the argument in favor 
of a tax on beer containing 2^ per cent or less as a means of raising a very 
large amount of revenue. 

I estimate that if you would levy a tax of $6 a barrel on beer it would bring 
in in the way of revenue over $2(X),0(X),(XX). I recognize the embarrassment that 
would confront the committee in levying a tax of any amount on beer having 
an alcoholic content above one-half of 1 per cent, but I take it that this com- 
mittee has full authority to determine the revenue proposals of the Govern- 
ment, and if they were satisfied individually that 2^ per cent beer is nonintoxi- 
cating and believed that that was a favorite means of raising the needed 
revenue they would not hesitate to levy the tax accordingly. 
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Mr. Gabneb. Mr. Stafford, just in that connection, if we were a unit on this 
committee as to the advisability of such a tax, but were positive also that it 
could not pass the House or Senate, what would be the use of reporting it? 

Mr. Stafford. Well, of course, the feasibility, the practicability, of its pass- 
ing the House or the Senate should be considered by the members of the com- 
mittee ; but I take it that the House is not so obdurate in its opinion — ^so fixed 
in its position — that it would vote down a proposal of this committee that would 
levy a tax of $6 a barrel on beer containing 1 per cent alcohol. 

There is not a member on this committee, no matter how dry his professions 
may be or practices may be, that would say that beer containing 1 per cent of 
alcohol is intoxicating. 

Mr. Watson. But there are a great many who are opposed to collecting 
revenue by putting a tax on beer for the purpose of paying the soiaiers'. 
bonus. 

Mr. Stafford. The Government and this committee is confronted with the 
problem of raising revenue, according to tlie Secretary of the Treasury's letter, 
to meet the growing deficit that will arise during the next fiscal year. 

Any person who is acquainted with the problem confronting the Appropria- 
tions Committee — and this committee is as much concerned — ^knows that there 
will be at least $100,000,000 of deficit over the revenues in the next fiscal year. 

I have read closely the letter of Secretary Alellon addressed to the chairman 
of this committee, of date January 24, in which he points out, regardless of 
the bonus, the conditions that will confront the Government in meeting the in- 
creased expenditures over the revenues now provided. He estimates a deficit 
of over $200,000,000, without any credit for diminished military expenditures 
developing from the limitatioii of armaments. 

The fact is that here is a ' tax where those who pay do not object to its 
levy ; and yet every proposal that has been made recently by Secretary Mellon, 
as to means of raising additional revenue, according to the newspaper ac- 
counts — a tax on checks, increased postage on first-class mail and on second- 
class mail matter, and various other objects of taxation — ^would meet with 
decided opposition by those who pay it; but the people of the country will 
not object to this tax. The people who pay the tax of $6 per barrel, or what- 
ever rate you fix, on the alcoholic content of beer above one-half of 1 per cent 
will not resent the payment of that tax. It is the one case of all of the pro- 
posals that have been made where the persons paying the tax do not object 
to the levy. 

And how can you successfully meet that position? Do you mean to say that 
if you levy a tax of $6 or $4 a barrel on beer containing 1 per cent or higher 
per cent of alcohol there will be any protest on the part of any persons in your 
district when you could show them that the Government is in dire need of means 
of raising revenue? 

Your sales tax has been opposed strenuously by a certain class of the com- 
munity. Here is a class in the community who are most willing to pay a 
reasonable tax which will total hundreds of millions of dollars merely for the 
privilege of having a drink, which is considered to be their right under the 
constitutional provision, which is not intoxicating. You can not claim, nor can 
anyone claim, no matter where you go, that beer containing 1 per cent of 
alcohol or beer containing 2^ per cent of alcohol is intoxicating. I do not wish 
to get into an argument on prohibition here. I am making an argument for 
the raising of revenue by a means that will not be objected to by the persons 
who pay it. It was admitted by the attorneys in the argument before the 
Supreme Court on the validity of the national prohibition act — the so-called 
Volstead Act — that 2^ per cent beer is not Intoxicating. 

The mere fact that the Congress has legislated that beer of more than one-half 
of 1 per cent shall be considered intoxicating does not deprive this committee 
of its plenary power of determining means for raising revenue under the levy 
of a tax on that which they themselves believe and which by the facts as proven 
is an article subject to taxation within the constitutional prerogatives of the 
Government. 

I shall not make an extended argument as to the need of having a tax levied 
on a wholesome produce such as 2i per cent beer and from which the Govern- 
ment can get revenue aggregating $200,000,000 a year. 

In my home city, Milwaukee, where before the adoption of the national pro- 
hibition act we had only 10 brew masters, to-day we have 10,000. But the 
people of the large cities — and the vote of New York, the vote throughout New 
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York state, and the vote of every industrial center last November was largely 
a protest against this autocracy of trying to impose the view of Kansas and 
other States upon communities where they wished liberal policies for what is 
their inherent right, because it is a fact that is well known that 2i per cent 
beer is not intoxicating. What right has any person in Kansas, Ohio, or Minne- 
sota to declare by legislative enactments what others may do? But I do not 
wish to go into that subject. I wish to emphasize again that which I have called 
you gentlemen's attention to before, that here is a means of raising revenue 
by a tax where the persons paying it will not object. 

The country to-day is being deprived of hundreds of millions of revenue just 
by reason of Congress not adopting a reasonable taxation measure to permit of 
the brewing of a wholesome article of beer which the people want and which 
would overcome to a large degree the dissatisfaction that now prevails in the 
Industrial centers so generally by reason of their being forced and driven to 
brew an article at home which is not wholesome. 

With that observation, Mr. Chairman, I wish to thank the committee for its 
kind indulgence in granting me this hearing. 

The Chairman. We will hear Mr. Ramseyer. 

STATEMENT OF HON. C. W. B.AMSEYEB, A BEPB.ESENTATIVE IN 

GONGKESS FROM THE STATE OF IOWA. 

Mr. Ramseyer. Mr. Chairman and gentlemen of the committee, I shall not 
impose on your patience at this hearing at any great length. I was requested 
to appear before you to speak especially about estate taxes, but before I go on" 
that subject I wish to make a few observations,* or an observation, on another 
matter that I know has been seriously considered by you, and that is this con;- 
mittee considering the proposition of using the foreign debts for the purpose 
of financing the bonus bill. 

I take it that the committee is unanimously in favor of the bonus, and, there- 
fore, I am not going to take up time in urging reasons for it. 

Mr. Hawley. Whether they are unanimous or not, Mr. Ramseyer, it will be 
reported just the same. 

Mr. Ramseyer. I am glad to hear that, as I am strongly in favor of such leg- 
islation. I read with great interest the letter of Secretary Mellon to the chair- 
man of this committee, and I in the past have not always agreed with Secretary 
Mellon's recommendations; but I want to say with reference to the financing 
of this proposition, either by a bond issue or the use of the debts of foreign 
nations, that I think that the position of Secretary Mellon is absolutely sound. 
I do not see how anybody can arrive at any other conclusion. Under the ex- 
isting law we have made provision for a sinking fund to take care of the pay- 
ment of the national debt. 

The difference between our funded national debt and what foreign nations 
owe us is about $10,000,000,000. For the payment of this amount a sinking 
fund is provided for. If the law providing for a sinking fund is complied with, 
and it undoubtedly will be, this $10,000,000,000 will be wiped out in 25 years, 
according to the Treasury experts. 

Then, if these debtor nations pay, or ultimately pay, the interest on what 
they owe us, in 25 years the American people will be absolutely relieved from 
the burdens of the war debt that is now weighing so heavily upon them, 
because existing law provides further that if these foreign debtor nations pay 
interest or principal of what they owe us that shall be applied to the retire- 
ment of the existing obligations against our Government. 

Now, to my way of thinking that law Is as binding on the Government as if 
the same provisions had been written in the bonds. It constitutes an obliga- 
tion of the Government as much as if it had been written in each bond. The 
law directs that if the debtor nations pay us any sum it shall be used to retire 
outstanding Government obligations. 

And I do not see how you can arrive at any other conclusion. If you embody 
anything in this bill that would tend to repeal the provisions of that law you 
break faith with the American people and the bondholders, because you told 
them when the Liberty loan acts were passed that if these foreign Govern- 
ments paid back that money, or any part of it, that that money should be used 
in retirement of our bonded indebte<lness. 

Mr. Frear. But we are going to pay the bonds whether the foreign Govern- 
ments pay us or not, of course? 

Mr. Ramseyer. Certainly. 
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^r. Fbeab. That is sore. 

Mr. Kamseyer. But li they will pay, that will relieve the American tax- 
payer of that burden. 

Mr. Freab. Do you think that it would relieve the American taxpayers any- 
more wh^i it is applied to them than it does when with an emergency it is 
applied to the emergency, or if it is applied to the adjusted compensation? I 
just want to get your idea on that. 

Mr. Ramseyeb. Now, here I have Just one more word that I wish to propose, 

and that is as to practicability of the proposition 

The Chairman (interposing). Have you a copy of the original act to bear 
out your statement that as the money might be received from the foreign 
Governments on those loans that money would be applieil on our outstanding 
bonds? 

Mr. Ramseyer. Yes, sir; I incorporated that in my speech on August 19, 
last year, and you will find it in the first Liberty loan act approved April 24, 
1917, and the same provision is in the second Liberty loan act approved 
September 24, 1917. 

This is the law. I will incorporate the section in my remarks. The first 
Liberty loan reads this way : 

'* Sec. 3. That the Secretary of the Treasury, under such terms and conditions 
as he may prescribe, is hereby authorized to receive on or before maturity 
payment for any obligations of such foreign (Jovernments purchased on behalf 
of the United States, and to sell at not less than the purchase price any of 
such obligations and to apply the proceeds thereof, and any payments made 
by foreign Governments on account of their said obligations to the redemption 
or purchase at not more than par and accrued interest of any bonds of the 
United States issued under authority of this act; and if such bonds are not 
available for this purpose, the Secretary of the Treasury shall redeem or 
purchase any other outstanding interest-bearing obligations of the Unitetl 
States, which may at such time be subject to call or which may be purchased 
at not more than par and accrued interest." 

And the provisions of the second Liberty loan act are the same way, and you 
can not apply this sum to any other purpose without repealing this law. 

The Chairman. Yes ; any act of Congress now would supersede that. 

Mr. Ramseyer. Certainly. It would virtually repeal it. 

The Chairman. If you would provide that the money should be used to pay 
the bonuses that would repeal the other. 

Mr. Ramseyer. Certainly, but the Liberty loan purchasers, at the time they 
bought the first second, and third Liberty loan bonds, understood that if the 
foreign Governments paid these obligations that the money w^ould be used in 
the retirement of the public debt, and that is an obligation Just as binding in 
morals as if it had been put into the bonds. 

The Chairman. You are not of the opinion that the average man in pur- 
chasing tlie bonds knew anything at all about the language of the act? 

Mr. Ramseyer. The presumption is that every man knows the law. 

The Chairman. .What difference would it make whether those bonds were 
retired,' when due, from money received from foreign Governments or from 
money out of the Treasury ? 

Mr. Oldfield. Is it not also true that when we were selling those bonds to 
the purchasers that we represented to them that they had the backing of this 
Government, and in addition to that they had the backing of the foreign Gov- 
ernments, and did w^e not point out that that was another assurance that they 
would be paid, that they would get their money back out of the bonds when 
they were due, and did that not make them of more value? 

Mr. Ramseyer. Yes. 

Mr. Oldfield. And when you abrogate that, you abrogate a contract. 

Mr. Ramseyer. That is my opinion, absolutely. It is Just as binding as if it 
were written into the bonds. 

The Chairman. Do you mean to say, Mr. Ramsej^er, that if we provide that 
the money collected from the sale of those foreign bonds is to be used in the 
payment of the bonus, that that is a violation of the law, when Congress says; 
that it is proper? 

Mr. Ramseyer. I think so. You are changing a solenni obligation. 

Mr. Green. Mr. Ramse.ver, I want to ask you what ycm propose that we do. 

Mr. Ramseyer. We do not want to break faith with the American people. 

The Chairman. How would you raise that money? 
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Mr. Ramseyeb. I am going to come to that in a moment. I do want to im- 
press upon you the fundamental soundness of the reasoning of Secretary 
Mellon on this proposition. 

Mr. Freab. I wish to say, Mr. Ramseyer, that we could argue that question 

The Chairman (interposing). Just a moment, Mr. Frear. I want to ask a 
question. Let me see, Mr. Ramseyer, whether you agree with the Secretary. 

Mr. Ramseyer. The Secretary's argument is very sound indeed. I agree 
with what he has to say about bond issues or the use of foreign bond^ to finance 
the bonus. 

Mr. Freab. Now, let me say there that I have not attempted to inject into 
the record very much, but I think that there are some gentlemen who might 
disagree about the use of tliis money. 

Mr. Crisp. Mr. Ramseyer, let me ask you one question. You read the law 
about tlie bonds. Does that provide that the Secretary of the Treasury may 
use this bond, or does it say that he shall? 

Mr. Ramseyer. Oh, it is directory. 

Mr. Oldfi^ld. Gen. Lord said that " may " and " shall " meant practically 

the same. 

The Chairman. As between " may " and " shall " there is quite a difference. 

Mr. Ramseyer. I will read this section again if you will let me proceed. 

" Sec. 3^ That the Secretary of the Treasury, under such terms and condi- 
tions as he may prescribe, is hereby authorized to receive on or before maturity 
payment for any obligations of such foreign Governments purchased on behalf 
of the United States, and to sell not less than the purchase price any of such 
obligations, and to apply the proceeds thereof, and any payments made by 
foreign Governments on account of their said obligations to the redemption or 
purchase not more than par and accrued interest of any bonds of the United 
States issued under authority of this act ; and if such bonds are not available 
for this purpose, the Secretary of the Treasury shall redeem or purchase any 
other outstanding interest-bearing obligations of the United States which may 
at such time be subject to call or which may be purchased at not more than par 
and accrued and interest." 

Mr. Frear. You are aware of the fact, Mr. Ramseyer, according to the hear- 
ings before the Senate that it was stated that something like a billion and a 
half dollars were ignored by the Treasury Department in their issuance of 
that amount from the Treasury of the United States, after the signing of the 
armistice ; that is, in other words, the Treasury did not respect the law to the 
extent that you suggest. They have not done it. 

Now, why can not Congress, for two years, take the interest that might be 
paid upon this debt and devote it to the bonus payments, and why do we find 
ourselves so technical in Congress when the Treasury of the United States has 
taken a billion and a half and spent it. 

Mr. Ramseyer. Because the Treasury Department under the last administra- 
tion violated the law is no reason why we should do so. It is all the more 
reason why we should respect the law. 

Mr. Frear. We are not violating the law. We are passing a new law. Do 
you suppose that there was one Liberty bond that was ever sold in the United 
States on the basis of the added security back of them on account of these 
foreign obligations? 

Mr. Ramseyer. Well, those are the representations we made, and we thought 
and said then that the money coming back would be applied on the national 
debt. Now then 

Mr. Frear (interposing). They are going to be paid anyway. 

Mr. Ramseyer. Oh, there is no question about that. I would like to say one 
word further on the proposition. I think as a business proposition, in view 
of the insolvency, or near insolvency, of these foreign Governments, and in 
view of the fact that you have got a commission now to refund these debts, 
which commission has as big a job on its hands as any commission that has 
ever been appointed, or will be appointed for some time to come; knowing 
their financial conditions, can you reasonably expect that any arrangement 
can be made by this commission whereby you are likely to get interest that 
will materially help you in the next five years? 

Mr. Frear. That is what we have been discussing here. 

Mr. Ramseyer. Now, then, I am not here advocating cancellation of debts; 
I am opposed to that. I want to make that plain. 

The Chairman yesterday, in a speech in the House, gave the percentages 
of debts as to the wealth of the debtor nations for the record. I think that 
he was too modest in his estimates. I have asked the Treasury Department 
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for figures, and also the Bureau of Foreign and Domestic Commerce as to 
the national wealth of those countries. I have got four of the principal debtors 
here, and I want to give the facts to you on that. 

The Chairman. I will be very glad if you will give us those figures. 

Mr. Ramseyer. Now, the estimates on the wealth of the nations I got yester- 
day morning from the Bureau of Foreign and Domestic Commerce, i)repared 
by their expert, to be useil by Secretary Hoover. The figures on the national 
debts I have gotten from O. I*. Austin, prei>ared last November. I placed the 
national debts of the world in the Congressional Record on the 17th, tables 
prepared by Mr. Austin. 

The Chairman. I would like very much to have them, and let us have a 
statement as to when those estimates were made. 

Mr. Ramseyer. All right. The estimates as to naticmal wealth 

Mr. Garner (interposing). Were those received this morning? 

The Chairman. No ; he said that he had placed them in the Record and that 
he had secured them from the Bureau of Foreign and Domestic Coimnerce. 

Mr. Ramseyer. Now. the information I placed in the Record as to the national 
debts of the world I placed in the Record on January 17, and the tables on 
national debts here prepared ; the first table I have was prepared by O. P. 
Austin when he was chief of the bureau of statistics of the Treasury Depart- 
ment in 1900. 

Mr. Frear. He is an accepted authority, is he not ? 

Mr. Ramseyer. Yes, sir; I think he is as good an authority as there is in the 
world. 

The second table I place in the Re<*ord was prepared bx the same man, who 
is now statistician of the National City Bank of New York, and they were 
prepared last November, 1921. 

Mr. Garner. Let me ask you a question with reference to that. Have you 
any data that you got yesterday? 

Mr. Ramseyer. I got yesterday the data on nati<mal wealth. 

Mr. Garner. You told the chairman that you got that yesterday morning, 
did you not? 

Mr. Ramseyer. Yes. 

Mr. Collier. Mr. Chairman, I am very anxious to hear Mr. Ramseyer on 
the inheritence tax. 

Mr. Oldfield. That is what I am anxious to hear. 

Mr. Ramseyer. That is what I came here to discuss. 

The Chairman. It will take you but a minute to put those statistics on those 
four Governments in the record. 

Mr. Ramseyer. Here it is. I will insert the figures in the record. 

(The matter referred to is printeil in the record in full as follows:) 



Country. 



France 

Great Britain 

Italy 

Belgium 



Wealth (by Bu- 
reau of Forei^ 
and Dome:?tic 
Commerce). 



$58,500,000,000 

70,500,000,000 

21,800,000,000 

5,840,000,000 



National debt 
(Austin). 



151,000,000,000 

37,910,000,000 

18,650,000,000 

4,670,000>000 



Per cent. 



87 
53 
86 
80 



Mr. Ramseyer. Now, we have here four nations — France, Great Britain, 
Italy, and Belgium. The statistics with regard to the wealth of these nations 
I received yesterday from Mr. Klein, the Chief of the Bureau of Foreign and 
Domestic Commerce. These were prepared recently by one of his experts for 
the special use of Mr. Hoover. 

The national debts that I have given you are from the figures prepared by 
Mr. Austin last November. The percentages are my own, but you can figure 
them out for yourselves. 

France's national wealth is $58,500.0(X),000 ; national debt, $51,(X)0,000,0(X). 
The percentage of the debt to the wealth is 87 per cent. 

Great Britain's national wealth is $70,5(X),000,000 and her national debt, 
$37,910,000,000 ; i)er centage,. 53. 

Italy's national wealth, $21,800,000,000; national debt, $18,650,000,000; 85 
per cent 

Belguim, $5,840,000,000; national debt, $4,670,000,000; percentage, 80. 

Mr. TiMBERLAKE. Have you the figures for the United States? 
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Mr. Frear. The national debt of the United States is equal to about 10 per 
cent of the national wealth. 

Mr. Ramseyer. The national wealth of the United States is about $250,000,- 
000,000 and the debt between twenty- three and twenty-four billion. 

Mr. TiMBERLAKE. That is, not counting the foreign debts; is that it? 

The Chairman. The national debt of the United . States will not exceed 7 per 
cent of the national wealth. 

Mr. Ramseyer. If the national debt of the United States was 80 per cent of 
the national wealth, which would require you men to raise eight or ten billion 
dollars for interest, you would have to scratch your heads some. 

I think that if you depend upon what those nations will likely pay us in the 
next few years you will not get much to pay the soldiers. 

Mr. Hadley. Then your position on this subject, if I get it correctly, is that 
you believe that if we enact a law that diverts any of these loan funds to this 
purpose it would constitute, in your judgment, a breach of contract, and in that 
event not only a breach of contract but a breach of faith? 

Mr. Ramseyer. Yes, sir ; especially the latter. 

Mr. Hadley. And that would further complicate the situation, would it not? 

Mr. Ramseyer. And it would be embarrassing to the refunding commission, 
as Mr. Mellon states. 

Now, there is just one more word about this, Mr. Cliairman, and then I will 
go to the subject for which I was called. 

To further pile on a debt or increase the indebtedness will postpone the pay- 
ment of our national indebtedness, and that would constitute a breach of the 
Republican Party platform adopted in 1920. 

Now, I want to read you just two sentences, which you will find in the 1920 
campaign textbook, on page 141. 

" The next Republican administration will inherit from its Democratic prede- 
cessor a floating indebtedness of $3,000,000,000, the prompt liquidation of which 
is demanded by sound, sane, conservative practices." 

The Chairman. And the provisions of the platform have been strictly com- 
plied with. 

Mr. Ramseyer. We have leduced it about a billion, I think. We are getting 
along in a way but not as fast as we anticipated, I think, Mr. Chairman. 

The Chairman. We have reduced it $613,000,000 up to the 31st of December, 
and we have reduced the taxes $1,000,000,000. 

Mr. Ramseyer [quoting]. "Moreover, the whole fiscal policy of the Govern- 
ment must be deeply influenced by the necessity of meeting obligations in ex- 
cess of $5,000,000,000, which will mature in 1923." 

Next year we have got to float a new loan in this country as Secretary Mellon 
called your attention to. 

The Chairman. Some of it is due this year, and we are floating a new loan 
now. There are some bonds for sale right now. 

Mr. Ramseyer. Well, that is the floating debt and not the bonds that come 
due in 1923. 

The Chairman. Mr. Ramsayer, you agree that we can not pay this floating 
debt at the time it conies due, and that it will be necessary to tax the people 
six or seven billion dollars in addition to the aniount necessary to pay the 
running expenses of the Government during the next year or two? 

Mr. Ramseyer. We have a national debt of $23,000,000,000 and if we can not 
tax our people enough to retire the floating indebtedness, how can you expect 
the foreign nations with a national debt of 53 per cent or 87 per cent, of their 
national wealth to pay us money enough to pay the soldiers? 

The Chairman. Yes ; but we are giving them 25 years to pay the debt. 

Mr. Ramseyer. Well, but you expect during the next two or three years for 
them to make interest payments to take care of you entirely 

The Chairman (interposing). Oh, no. There is no such suggestion here 
at all. 

Mr. Ramseyer. Oh, I thought there was. I am glad you have abandoned 
that scheme. 

The Chairman. No ; there is no such suggestion here. There was an early 
suggestion that we raise the money by the bonds, the foreign bonds, that we 
sell those foreign bonds to get enough money to meet the payments. 

Mr. Ramseyer (interposing). Right there 

The Chairman (continuing). Let me make one statement I decline to be 
interrupted. We could use whatever revenue might come in from the f^^reign 
interest payment. What is the difference, whether we use the interest received 
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from the foreign bonds, or the money received from the sale of foreign bonds, 
for the payment of this bonus, and pay our bonds out of the Treasury, or 
whether we use these bonds for the payment of our indebtedness, and pay the 
bonus out of the Treasury? 

Mr. Ramseyer. Well, so far as I know the financial condition of this country, 
there is no difference in effect between the sale of those foreign bonds and the 
sale of our own bonds? 

The Chairman. But,/ then, our Government will indorse them, and they 
would be even better than our own bonds, because the bonds would be not only 
1 he obligations of the foreign Governments but of the United States as well. 
Mr. Ramseyer. But you are not answering my question. Suppose that you 

did go ahead and draw money from the Treasury to 

The Chairman (interposing). If we pass the bonus bill, Mr. Ramseyer, we 
have got to do one of two things — either raise the money through the sale of 
bonds or tax the people. 

Mr. Ramseyer. That is it exactly; and you have here the report of the 
secretary and his recommendation that the money should be raised by 
taxation. 

Mr. Freab. Now, just a moment. I want to be heard a moment. The gentle- 
man has argued here for some time on this question. He has argued without 
any statement of facts. 

Now, we have the assurance, practically, that England is going to pay her 
interest. That statement has been made repeatedly. That will practically 
amount to two or three hundred million. 

Now, then, if we have broken faith with the American people on all of these 
debts — on all of this ten or eleven billion dollars — that is coming to us from 
the fbreign Governments, because of the conditions abroad, then we have broken 
faith under the contract of which you have spoken; but I do not think that 
cuts any figure. Now, if the $250,000,000 which comes from England and these 
other countries can be used temporarily, if the interest can be used for a 
brief period of two years, what is the objection to using it, in view of the fact 
that there is assurance that the entire foreign debt will be wiped out? 

Mr. Ramseyer. Oh. I think the answer to your question would simply be a 
repetition of what I have heretofore stated. The objection is that laws have 
heretofore been passed which direct that this money be used in payment of the 
outstanding indebtedness of the Government. 

Mr. Frear. These payments are going to be met if we have to make them. 
They have 25 years. The Secretary says that 80 per cent of them may be met — 
that is his testimony — eventuaUy. 

Mr. Ramseyer. And if the faith has heretofore been broken, it does not 
justify us in breaking it further. 

Mr. Oldfield. Let us hear you on the inheritance tax. 
Mr. Ramseyer. All right. 

Mr. Garner. How are we going to get the money to pay the bonus? 
Mr. Ramseyer. That is what I am going to attempt to do now. 
Mr. Hawley. I am anxious to hear you on the inheritance tax. 
Mr. Ramseyer. I am going to start on that now. Of course, we are going 
to raise the money some way to pay the adjusted compensation to the veterans 
of the World War under this bill. 

I appeared before you on the estate-tjfx proposition last summer, and I am 
not going to repeat anything I said at that hearing. I discussed the principles 
of the inheritance or estate tax, and in support thereof I quoted from a speech 
of Theodore Rooseyelt and liberally from the writings of Andrew Carnegie. 

Mr. Garner. Mr. Ramseyer, may I interrupt" just a moment? I do not under- 
stand your position. If I understand your testimony, you are opposed to 
issuing certificates of indebtedness. You want to keep the faith and you are 
opposed to raising any tax. Don't you think if we can get any interest paid 
to us that we can use that and then repay the money? You say that that 
is up to us. 

Mr. Green. No ; his statement was not 

Mr. Garner (interposing). You said that it was up to the committee. 
Mr. Ramseyer. I think you are misquoting me, Mr. Garner. I stated I 
favored a tax, and that I was opposed to bonds or the use of the foreign bonds. 
Mr. Gbeen. You are favorable to a tax? 

Mr. Ramseyer. I say that the bonus ought to be financed by some form of 
taxation. I think I made that very clear, and that is my attitude. I am 
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opposed to a new bond issue or to sale of foreign bonds, which amounts to the 
same thing and has the same effect as a new bond issue. 

Mr. Hadley. I do not understand the last part of your statement. 

Mr. Ramseyeb. I am opposed to a new bond issue and I do not think it is a 
wise policy to sell the foreign bonds that may come to us through the 
Funding Commission, because that is the same thing and would have the same 
effect as a bond issue. 

Mr. Frear. Will you put into the record the reference to what you have 
said on this inheritance tax, the reference to the statement mentioned before 
u^ on this matter, so that we will have the reference to it? 

Mr. Ramseyer. Now, as I have said before to you 

Mr. Garner (interposing). What page in the Congressional Record will we 
find your remarks? 

Mr. Frear. It is a statement before our committee. 

Mr. Ramseyer. I was here at the time you were considering the revenue bill, 
and you will find my statement on page 200 of the volume containing the hear- 
ings on the revenue bill passed last fall ; you will find my argument 

Mr. Garner. Did you not put your statement in the Congressional Record 
also, Mr. Ramseyer? 

Mr. Ramseyer. I made a number of speeches on the floor of the House, but 
it has always fallen to my lot when making a speech over there on the subject 
of inheritance taxes that most of the members of the Ways and Means Com- 
mittee were somewhere else. 

Mr. Frear. For that reason give us the benefit of anything that occurs to 
you now. 

Mr. Ramseyer. On this question of inheritance tax, of course, there is not 
much use of my going ahead and giving you the tables and figures unless you 
are kindly disposed to the principle imposing increased rates on inheritances 
and estates. I might illustrate by calling your attention to the principles of a 
protective tariff : First, you have got to become wedded to those principles ; that 
is, you must be able to see as a matter of principle the advantages of a protective 
tariff to our own industries, and from that you work out in your own mind that 
we ought to have a tariff on foreign goods equal to the difference between the 
cost of production at home and abroad ; and after you become well established 
on the fundamental principles of a protective tariff, and you are fortunate 
enough to get on the Ways and Means Committee, then you call in your experts 
and ask them to assist you in writing a revenue bill in conformity with the 
principles of a protective tariff. You call for facts and figures and difference in 
cost of production ; but if the members of the committee are either free traders 
or for a tariff for revenue only, and are averse to the principles of a protective 
tariff, why, then, there is little use for an expert to come before such a commit- 
tee and give evidence relative to the cost of production at home and abroad. 

There are two reasons why we should increase the inheritance tax rates. 
One is that we need the money. The second reason is that it should be imposed, 
and that heavily, on large estates, for the reasons so ably argued by Andrew 
Carnegie in his lifetime, and that is that there should be a very high tax, espe- 
cially on the large fortunes, to prevent the perpetuity and the concentration of 
large fortunes in the hands of a few who have had nothing or very little to do 
with creating those fortunes. When 1 appeared before you I quoted liberally 
from the articles of Mr. Carnegie along that line. You will find them in my 
argument on page 200 of the hearings on the revenue bill of 1921. 

If you really want to read able and strong arguments jn favor of heavy 
estate taxes, I refer you to Carnegie's ** The gospel of wealth," and to his article 
entitled " My partners, the people.*' 

Unless you members, by your study of history and your observation of concen- 
tration of wealth in this country are convinced that such concentration of 
wealth is an evil, of course you will not pay much attention to that phase of 
my argument. You know that the concentration of wealth in the hands of a 
few has caused other other great nations to go to their decline and downfall, and 
our Nation will go the same course unless we take the proper steps in due time 
to prevent the concentration of wealth in the hands of those w^ho have con- 
tributed nothing to society in the creation of wealth. 

After I appeared before you last summer on this subject, and after I had 
made several speeches on the floor of the House in support of increasing the 
inheritance tax rates, some members of this committee and a number of Mem- 
bers of the House came to me and asked me what foreign nations were doing 
along this line, and especially wanted to know what Great Britain had done 
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and how much that country collected by the way of inheritance taxes; and 
Members also asked me what the States were doing along that line, and what 
the combined inheritance taxes of the States and of the National Government 
amounted to. I looked up both these matters since and I have placed them in 
the Congressional Record, and now I am going to call your attention to some 
of those figures. 

Great Britain has a national wealth, as given by our Bureau of Foreign and 
and Domestic Commerce, of about $70,000,000,000. Great Britain last year col- 
lected from inheritance tax $231,952,940. 

Mr. Gbeen. From estate taxes? 

Mr. Ramseyeb. That is the estate tax; yes, sir. Our National Government 
last year collected $154,431,260.39. 

Mr. Gabneb. Have you those percentages figured out with respect to the 
national debt? 

Mr. Gbeen. You mean the percentage of the national debt? 

Mr. Gabneb. The percentage of the national debt ; yes. 

Mr. Ramseyeb. I am talking now of the revenue derived from the inheritance 
tax. 

Mr. Gabneb. I was just w^ondering what percentage of the national debt that 
would be equal to and w^hat percentage of the national debt w^e would collect 
through the inheritance tax. 

Mr. Ramseyeb. Well, I do not know. You can figure it out. 

Mr. Gbeen. I do not think that is so important. What you mean is with 
relation to the national wealth? 

Mr. Ramseyeb. Yes. 

Mr. Gabneb. I thought I said national w^ealth. That is what I meant. 

Mr. Fbeab. While you are considering this question it might help if you 
would take the proportion that the United States collects as compared with 
Great Britain and as compared with the national wealth of the two countries. 

Mr. Ramseyeb. I will come to that matter. 

Mr. Gabneb. I used the word " debt " in place of the word " wealth." 

Mr. Ramseyeb. I supposed that you meant *' wealth " instead of " debt." 
In order to get what the several States were collecting from their inheritance 
tax laws, I wrote a letter to every State treasurer in the United States, and I 
received an answer from every one of them. All the States in the Union have 
inheritance tax laws except three. In AS States the inheritance taxes are col- 
lected by the State treasurer. In Nebraska the inhreitance tax is collected 
through the county probate courts, and in Wyoming such taxes are collected 
through the county treasurer, and no reports are made in these States to the 
State treasurer. Therefore I have no information as to the amount of inherit- 
ance taxes collected in the States of Nebraska and Wyoming. The other 43 
States collected during the last fiscal year $57,351,592.99. 

(Table of inheritance-tax receipts, as reported by the State treasurers of the 
several States for the last fiscal year, is printed in the record as follows:) 

Inheritance-tax receipts as reported hy the State treasurers of the severad 

States for the last fiscal year. 

Alabama. (No inheritance- tax law.) 

Arizona $17, 109. 49 

Arkansas 85, 376. 11 

California 6, 804, 732. 08 

Colorado 409, 269. 70 

Connecticut 1, 855^ 856. 34 

Delaware i 37, 249. 3© 

Florida. (No inheritance-tax law.) 

Georgia 210, 482. 21 

Idaho 21, 220. 86 

Illinois 3, 368, 905. 16 

Indiana 660, OOK). 00 

Iowa 657, 227. 00 

Kansas 556>, 118. 18 

Kentucky 435, 562. 32 

Louisiana 224, 891. 77 

Maine 594, lOQi 03 

Maryland , 656, 027. 93 

Massachusetts 4, 296, 507. 63 
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Michij?aii $1, 391, 677. 58 

Minnesota 1. 074, 038. 82 

Mississippi ^ 88, 370. 18 

Missouri 1, 472, 000. 00 

Montana 86, 680. 2(> 

Nebraska. (Inheritance taxes collected by tiie county probate 

courts and no report thereof made to the State treasurer.) 

Nevada 14, 863. 06 

New Hampshire (for 10 months prior to June 30, 1921) 251,312.83 

New Jersey 4, 709. 433. 74 

New Mexico 1, 181.33 

Now York 18. 135, 506. 73 

North Carolina 603,077. 13 

North Dakota 99, 340. 56 

Ohio 1, 184, 8051 64 

Oklahoma 155,067,82 

Oregon 214, 215. 34 

Pennsylvania 10, 198, 718. 06 

Rhode Island 1, 403. 306. 20 

South Carolina. (No inheritance-tax law.) 

South Dakota 202, 271. 06 

Tennessee 375, 878. 00 

Texas 547, 227. 30 

Utah 525, 038. 08 

Vermont 140, 502i 99 

Virginia 199, 538. 00 

Washington 520, 899. 75 

West Virginia 700, 864. 76 

Wisconsin 1, 2^5, 456. 73 

Wyoming. (Inheritance taxes collected by the county treasurers 

and no report made to the State treasurer.) 

Total 57, 351, 592. 99 

The Federal Government collected during the last year from this source 
$154,043,265.39. The total collected during the last fiscal year by the Federal 
and State Governments from inheritances and estates is $211,394,553.38. 

As I pointed out before. Great Britain collected last year a little over 
$231,000,000, or about $20,000,000, more than was collected by the Federal and 
State Governments within the United States. 

Now then, if you would impose in this country the same burden of taxation 
on estates and inheritances as Great Britain we would collect between three 
and four times as much as Great Britain does, as our national wealth is about 
three or four times greater than that of Great Britain. So that if we take the 
national wealth of our country as three times that of Great Britain and if we 
impose the same burden of taxation on inheritances and estates as Great Britam 
does we would collect more than $700,000,000. 

You know the traditions and laws of Great Britain. You know that such 
traditions and laws are not hostile to the institution of private property or to 
private property rights. Her laws and traditions jealously guard and uphold 
the institution of private property, so if we utilize the estate tax law to a 
greater extent to bring revenue into our Federal Treasury there is no danger of 
us impairing in the least established rights in private property. If you w^ant 
anything more along that line, I refer you again to the writings of Andrew 
Carnegie. 

The inheritance tax rates of Great Britain start on lower amounts than our 
law does. In Great Britain they exempt only $500, whereas our Federal law 
exempts $50,000. I have here the British rates on pound sterling. In order 
to translate the pounds into dollars, I have used $5 as a basis instead of $4.86, 
which will give substantially the same results. 

The Chairman. Mr. Ramseyer, may I interrupt you there? Great Britain's 
national debt is 87 per cent of her national wealth? 

Mr. Ramseyer. No, not Great Britain. Great Britain's is 53 per cent. 

Mr. Garner. France is 87. 

Mr. Green. France is 87 per cent. 

The Chairman. Now, Great Britain owes an amount equal to 53 per cent of 
her national wealth and our indebtedness is only 7 per cent. Do you not think 
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that conditions are so different tliere from what they are here that that would 
justify the imposition of a higher tax than we would be justified in levying? 

Mr. Ramseteb. You are looking for a place where you can impose taxes and 
collect revenue? 

The Chairman. Yes; but we are looking for a place where we can impose 
them in justice, in proportion to the obligations. 

Mr. Ramseyeb. There I agree with you. I am not here advocating the 
adoption of the English rates, although I do not concede that the English 
rates adopted in this country would work an injustice. I am here advocating 
this: If Great Britain can stand a tax like that without detriment to the in- 
stitution of private property, certainly the United States can stand a tax along 
that line much higher than we are now imposing. 

The Chairman. Well, do you understand that we could impose it without 
detriment? You say if Great Britain can do it without detriment 

Mr. Ramseyer. I have read during the last three years each year the finan- 
<*ial report of the chancellor of the British exchequer. I have read every word 
-embodied in each of those reports, and there has not been a complaint in those 
reports of the estate tax being burdensome in any way. The chancellor called 
attention to the other taxes being burdensome, but there is not a word about 
the estate tax being burdensome. 

The Chairman. Yes ; but have you seen anything from our Secretary of the 
Treasury complaining of the taxes? 

Mr. Ramseyer. Oh, yes; the Secretary of the Treasury has reconnnended 
against the excess-profits tax. 

The Chairman. But j'ou have not heard any complaints here? 

Mr. Ramseyer. He has recommended against the surtaxes. 

Mr. Frear. Yes, sir ; the surtaxes. 

Mr. Ramseyer. In fact, our Secretary of the Treasury is on record as recom- 
mending the reduction of the estate tax. 

The Chairman. Yes ; that is true. Of course, the estate tax and the surtax 
might be too high, but there might not be any complaint made that would get 
in the report of Ihe chancellor of the exchequer. 

Mr. Ramseyer. Oh, the chancellor takes up and analyzes the different taxes 
that have been placed on the people and on the industries of Great Britain, but 
he has not had one word of complaint of the inheritance tax. 

The Chairman. You hear a lot of complaints around this table that you do 
not hear from the Secretary of the Treasury? 

Mr. Ramseyer. Oh, yes. 

Mr. Frear. May I ask you one question? I do not like to interrupt you, 
because you are going along a line upon which I would like to suggest some- 
thing later and something that I would like to hear you discuss and which I 
think you expect to. I want to ask you with regard to the concentration of 
w^ealth, of which you spoke, into the hands of a few people in the community, 
where one man to-day has approximately $2,000,000,000 and many other people 
liave concentrated over $1,000,000 and where one man has control of the oil of the 
country and another control of the railroads and many other things ; where is 
the danger, if there is so much danirer, that is going to come through an in- 
heritance tax? Now, the only way we can reach that wealth is by taxation in 
some form. Now, will you discuss that, please, and also discuss' the question 
of gifts? 

Mr. Ramseyer. Right on that question of tlie concentration of wealth, you 
men before me, with your k*nowledge of history and knowledge of conditions 
in the country, ought to know that there is a rapid concentration of wealth In the 
hands of the few ; that there is a growing tendency along that line. If you men 
before me have not been impressed with that evil heretofore, there is absolutely 
nothing that I might say that would convert or convince you. 

As I tried to suggest when I started out with this inheritance-tax discussion, 
you have got to, first, become converted — to believe that it is the right principle 
of taxation to apply — and, secondly, you have got to be impressed that by this 
tax you can mitigate, at least, and possibly avoid a great, growing evil — the con- 
centration of wealth in the hands of a few. 

Now, if with your knowledge of history, with your knowledge of conditions 
of this country, if you are not already impressed there it absolutely nothing 
that I could add along that line that would tend to convert you. 

Mr. Hawley. Well, what rates of taxation on estates have you devised under 
:your proposition? 
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Mr. Gbeen. Mr. Hawiey, will you permit a question before you proceed on 
that? 

Mr. Hawley. Yes, sir. 

Mr. Green. I think, Mr. Ramseyer, that there is another strong argument in 
favor of the inheritance tax, and that is this: All other taxes on business affect 
the prosi)evity of business to a certain extent, and we have reached the point 
where we have got to have increased income taxes or increased inheritance taxes. 
Now, all taxes in some way affect business, assuming that you levy any tax. 

Now, I prefer, for my part, the tax which does not so much interfere with 
the operations of men who are entering business and going along and expand- 
ing and enlarging that business, and making employment for others, and creating 
general prosperity in the country. I prefer, instead of the passage of that kind, 
unless it is absolutely necessary, to put a tax upon the transfer of property 
after death, w^hich, as you said, goes over to people having very little to do 
with the making of that property. 

Mr. Ramseyer. Exactly ; that is well stated and I was coming to that phase 
in a moment. 

Mr. Freab. And not a tax on consumption? 

Mr. Green. We should have no tax on consumption. 

Mr. Ramseyer. While I was here j^esterday waiting to be heard, I heard the 
testimony of a number of witnesses, and frequently the statement was made 
that this tax or that tax was a tax on initiative or enterprise or such a tax was 
passed on. 

Now, there are two things that you can say about an estate tax and with 
w^hich every economist will agree. 

The Chairman. I never went to a professor in my life for any information 
on any subject. 

Mr. Ramseyer. I said " economist '* and not " professor." 

The Chairman. They are all free traders. 

Mr. Ramseyer. I have read the works of a good many of them and I want to 
tell you that some of them have given the strongest argument for a protective 
tariff that I have ever read. 

The Chairman. Nine out of every ten of the persons entertaining those views 
are free traders. 

Mr. Oldfield. They are right about it, too. 

Mr. Collier. They are educated fellows. 

Mr. Ramseyer. Well, then, you can leave it to any well-informed man in tlie 
country, including Andrew Carnegie. 

The Chairman. What did you say that it would do? 

Mr. Ramseyer. I have not said yet. 

The Chairman. Now, if a man dies, your suggestion is that 

Mr. Ramseyer (interi)osing). I was about to say this, that the inheritance 
tax can not be passed on like the excess-protits taxes or thfe income taxes. 
The inheritance tax is not a tax on initiative or on enterprise. The inheritance 
tax is merely a tax on the accident of birth. 

The Chairman. A man's wife and children have nothing to do with his ac- 
cumulation of wealth? 

Mr. Ramseye^ Andrew Carnegie was not a professor; he was the leading 
financier of his time. He understood why and how men accumulate wealth. 
Of course, the love of family has something to do with it, but after a man 
accumulates his millions, the motive that impels him to continue to accumulate 
has very little relation to the family idea. Why does Charles M. Schwab ac- 
cumulate? He has no children. I could name you other men of large fortunes 
who had no children, nor even near relatives. 

The Chairman. Why does Henry Ford accumulate? 

Mr. Ramseyer. The question suggests its own answer. Again, I ask you to 
read Andrew Carnegie for a complete answer. 

Mr. Hawley. Now, what rate do you propose? That is the crux of the 

whole thing. 

The Chairman. That is the kernel of the argument. 

Mr. Ramseyer. I would be delighted, indeed, if I were sure that the com- 
mittee had reached that state of mind. 

Mr. Oldfikld. I think we are all for the inheritance tax. 

Mr. Ramseyer. Well, if that means anything, it means that you are willing 
to utilize this tax for increasing the Federal revenue. 

The Chairman. We want to hear what you have to say about it, ana thenx 
we will decide whether we agree with you or not 
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Mr. Ramseyeb. Now, I Just want to say a word about the British rates. 

The Chaibman. All right ; we shall be very glad to hear you. 

Mr. Fbeiab. This is a very interesting question and it is something I should 
nice to hear discussed. 

Mr. Oldfieid. We are not giving him time to put it in the record. 

Mr. Ramseyeb. If you will permit me to proceed a minute without inter- 
ruptions I will give you the British rates. The British rates begin at 1 per 
■cent on estates valued between $500 and $2,500, and then they go up progres- 
sively until they reach 40 per cent on that i>art of the estate valued at over 
$10,000,000. 

I will insert in the record a bill that I have drawn but which I did not in- 
troduce in the House that gives the British' rates in our own legal phraseology. 

(The draft of the bill is printed in the record in full, as follows :) 

Be it enacted, etc.. That se<»tion 401 of an act entitled "An ace to re<luce and 
dualize taxation, to provide revenue, and for other purposes,'* approved Novem- 
ber 23, 1921, be amended so as to read as follows : 

" Sec. 401. That in lieu of the tax imposed by Title IV of the revenue act of 
1921, a tax equal to the sum of the following percentages of the value of the 
net estate (determined as provided in section 403) is hereby imposed upon 
the transfer of the net estate of every decedent dying after the passage of 
this act, whether a resident or nonresident of the United States: 

" One per cent of the amount of the net estate not in excess of $2,5(X) ; 

" Two per cent of the amount by which the net estate exceeds $2,5(X) and does 
not exceed $5,000; 

"Three per cent of the amount by which the net estate exceeds $5,(X)0 and 
does not exceed $25,(XX); 

" Four per cent of the amount by which the net estate exceeds $25,000 and 
does not exceed $50,(XX); 

" Five per cent of the amount by which the net estate exceeds $50,000 and 
does not exceed $75,(X)0; 

" Six per cent of the amount by which the net estate exceeds $75,000 and does 
not exceed $100,000; 

" Seven per cent of the amount by which the net estate exceeds $100,000 and 
does not exceed $125,000 ; 

" Eight per cent of the amount by which the net estate exceeds $125,000 and 
does not exceed $150,000; 

" Nine per cent of the amount by which the net estate exceeds $150,000 and 
does not exceed $200,000; 

" Ten per cent of the amount by which the net estate exceeds $200,000 and 
does not exceed $250,000; 

" Eleven per cent of the amount by which the net estate exceeds $250,000 and 
does not exceed $300,000; 

" Twelve per cent of the amount by which the net estate exceeds $300,000 and 
does not exceed $350,000; 

" Thirteen per cent of the amount by which the net estate exceeds $350,000 
and does not exceed $450,000; 

" Fourteen per cent of the amount by which the net estate exceeds $450,000 
and does not exceed $550,000; ..^^^^^ 

"Fifteen per cent of the amount by which the net estate exceeds $550,(XK) 
and does not exceed $650,000; 

" Sixteen per cent of the amount by which the" net estate exceeds $650,000 and 

does not exceed $750,000 ; -^ ^^^^ ^^^ 

" Seventeen per cent of the amount by which the net estate exceeds $750,000 

and does not exceed $875,000; *orrrr/wx 

" Eighteen per cent of the amount by which the net estate exceeds $875,000 

and does not exceed $1,000,000 ; • ^ ^.i nnn aaa 

" Nineteen per cent of the amount by which the net estate exceeds $1,000,000 

and does not exceed $1,125,000; ^ ^i lor^nnn 

" Twenty per cent of the amount by which the net estate exceeds $1,125,000 

and does not exceed $1,250,000; ... ^ ^^ 

"Twenty-one per cent of the amount by which tlie net estate exceeds $l,- 

250,000 and does not exceed $1,500,000; ... ^ ^^ 

"Twenty-two per cent of the amount by which the net estate exceeds $1,- 

500,000 and does not exceed $1,750,000; ^, ^ .^ . ^ ^ _^„ 

"Twenty-three per cent of the amount by which the net estate exceeds 

$1,750,000 and does not exceed $2,000,000; 
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"Twenty-four per cent of the amount by which the net estate exceeds 
$2,000,000 and does not exceed $2,250,000; 

** Twenty-five per cent of the amount by which the net estate exceeds $2,- 
500,000 and does not exceed $2,500,000; 

"Twenty-six per cent of the amount by which the net estate exceeds $2,- 
500,000 and does not exceed $3,000,000; 

" Twenty-seven per cent of the amount by which the net estate exceeds 
$3,000,000 and does not exceed $4,000,000; 

" Twenty-eight per cent of the amo\int by which the net estate exceeds 
$4,000,000 and does not exceed $5,000,000 ; 

" Thirty per cent of the amount by which the net estate exceeds $5,000,000 and 
does not exceed $6,250,000; 

" Thirty-two per cent of the amount by which the net estate exceeds $6,250,000 
does not exceed $7,500,000; 

" Thirty-five per cent of the amount by which the net estate exceeds $7,500,000 
and does not exceed $10,000,000 ; 

" Forty per cent of the amount by which the net estate exceeds $10,000,000 and 
over." 

Sec. 2. That paragraph (4) of subdivision (a) of section 403 of Title IV of 
the revenue act of 1921 is hereby amended to read as follows : 

"(4) An exemption of $500." 

Well, you will see from this bill that the British rates are 1 per cent on that 
part of the estate between $500 and $2,500. Where we begin with 1 per cent in 
this country, the British rates are 5 per cent between $50,000 and $75,000. When 
the British estate reaches $1,000,000 the rate is 19 per cent. When the estate 
reaches $5,000,000 the ratp is 30 per cent, and on estates over $10,000,000 the 
rate is 40 per cent. 

Mr. Hawley (interposing). Mr^ Ramseyer, may I ask a question. 

Mr. Ramseyer (continuing). I am merely placing this bill in the record to 
enable you to compare the British rates with our own. I thought this might be 
of value to you. 

Mr. Hawley. Mr. Ramseyer, may I inquire whether or not you have taken 
this into consideration, that in England they have no local governments, such 
as our States, which also assess an estate tax? 

Mr. Ramseyeb. Yes. 

Mr. Hawley. So that the total amount of tax upon any estate, both National 
and State, should be the same as the British rate? 

Mr. Ramseyer. Yes. 

Mr. Hawley. Did you consider that? 

Mr. Ramseyer. Yes ; I considered it in the figures I gave you a while ago 

Mr. Hawley (interposing). I mean, in drafting your bill, did you take that 
into consideration? 

Mr. Ramseyer. The only purpose I had in drafting the bill which I have placed 
in the record for purposes of comparison was to call to your attention the 
British rates. As I said before, I did not introduce the bill in the House. The 
bill which I submitted for the record gives the British rates in the phraseology 
of our Federal estate tax law so that it would be more easily understood by your 
committee in comparing the British rates with our own. 

Mr. Hawley. Well, you have not answered my question. I probably have not 
made it clear. Are the rates you propose in that bill the same as the British 
rates, or are they rates which, if added to State rates, would equal the British 
rates? 

Mr. Ramseyer. No; they are the British rates. 

Mr. Hawley. You destroy the State estate tax ? 

Mr. Ramseyer. No; I do not. Heretofore I have called your attention to 
what estate taxes were collected last year by our Federal Government and how 
much was collected by the State governments. I called your attention to the 
fact that our combined Federal and State estate and inheritance taxes collected 
during the last fiscal year were about $20,000,000 less than those collected by 
Great Britain. I did introduce a bill last summer to which I called your atten- 
tion at the time I appeared before this committee on the revenue bill, which the 
experts in the Treasury Department estimated, and I think very conservatively 
estimated, would yield $350,000,000. 

Mr. Green. Would there be that much more in addition to what we are now 
getting? 
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Mr. Ramseyer. No ; that is the total yield and not iii addition to what we are 
now getting. 

Mr. Green. What is that? 

Mr. Ramseyer. I mean, inHteud of yielding $154,000,000, the experts estimated 
that under my bill we would get from the estate tax $350,000,000. 

Mr. Oldfihld. Two hundred million more. 

Mr. Frear. According to your statement. Great Britain begins very low. 

Mr. Ramseyer. Yes. 

Mr. Frear. What would prevent us from adopting some lower figure, instead 
of beginning with $50,000? 

Mr. Ramseyer. There is nothing that would prevent us from doing that. I 
have submitted the British rates for your consideration. 

Mr. Frear. You have made a study of it. 

Mr. Ramseyer. However, I am not in favor of applying the estate tax to 
estates as small as they do in Great Britain. 

Mr. Frear. Where would you begin? What would you consider the lowest? 

Mr. Ramseyer. Oh, $25,000 or $50,000. 

Mr. Frear. A small tax could be imposed upon a $10,000 estate. What would be 
the objection to that? 

Mr. Ramseyer. Of course, that is a matter of policy. 

The Chairman. Now, it is 22 minutes to 12, and there is one gentleman thut 
has been waiting here three days to be heard. Can you conclude in time to 
hear him before noon? 

Mr. Ramseyer. Yes, sir. I am ready to quit most any time. 

Mr. Frear. Do they have the gift tax in Great Britain? 

Mr. Ramseyer. They have not. 

Mr. Frear. Then, how would you avoid that gift for the purpose of escaping 
taxation? 

Mr. Ramseyer. Of course. Great Britain has that evil there the same as we 
have. France has a gift tax. France realizes from her gift tax and estate tax 
$179,000,000 a year. Her wealth is less than $60,000,000,000, and if we had the 
same rates on gifts and estates as they have in France we would collect a round 
$800,000,000 a year. I am in favor of a gift tax. I think it is a complement to 
the inheritance tax. Men, as you know, are evading the estate tax law just be- 
cause we do not have a tax on gifts inter vivos. 

Senator Walsh, of Massachusetts, offered an amendment to tax gifts inter 
vivos. In a speech in support of that amendment he stated that it has been 
estimated that the Federal Treasury is losing $600,000,000 a year because we 
do not have such a tax in this country. I tried to get a basis for his estimate, 
and he told me, and alsb wrote me a letter, in w^hich he stated that the basis 
for that estimate was an offhand opinion given him by Mr. McCoy, the Treasury 
expert. I have no data at hand on which to base an estimate as to what a gift 
tax would yield in this country. 

Mr. Frear. You have to impose both, if you want to reach the estates. 

Mr. Ramseyer. I am very firmly of that opinion. 

Mr. Oldfield. I wish that you would put into the record in connection with 
your testimony something about the concentration of wealth in this country, 
the best information you are able to get on that question. 

Mr. Ramseyer. I will tell you frankly that the data I have on that question 
I do not have in very good form. I have estimates of different men but even 
those estimates I do not care to put in the record to go out to the counti*y as my 
own personal knowledge or judgment on the subject. 

I am strongly of the opinion that the growing concentration of wealth in 
this country is an evil, and that unless we do something to stop it, that will 
menace our institutions and -even the Government itself. 

Every student of histoi*y knows that as wealth accumulates in the hands 
of a few, discontent increases in the minds of the many. You all know the 
history of Rome ; you know what has happened, too, in Russia ; you know what 
has happened in Central Europe; you also know what is threatening some of 
the other European governments. It is up to us to face this problem cour- 
ageously and to stop the growth of that evil before it becomes uncontrollable. 

On the subject of concentration of wealth, a few years ago Prof. King, of 
the University of Wisconsin, in a report stated that 2 per cent of the popula- 
tion of this country owned 65 per cent of the total wealth. 

Recenly, H. H. Klein, of New York City, published a small book, entitled 
** Dynastic America and those who mvn it," in which he gave some very start- 
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ling revelations as to concentration of wealth in this country, and the names 
of the men and the corporations who control it 

Mr. Green. Have you gotten figures enough so that you could say whether 
you would place the same tax on gifts as you do on inheritances? If we in- 
crease the inheritance tax 25 per cent, increase it about one-fourth, about how 
much would it produce? 

Mr. Ramseyer. That is, if we increase the present inheritance tax 25 per 
cent all along the line? 

Mr. Green. Yes. 

Mr. Ramseyer. If we increase it 25 per cent all along the line, that will 
yield just 25 per cent more revenue than we are now getting; that is, 25 per 
cent of about $154,000,000. 

Mr. Oldfield. Including the gift tax. 

Mr. Green. Put the gift tax at the same rate. 

Mr. RXmseyer. I will be very frank with you : The only answer I can give 
you relative to gift tax is that I have been unable to get any reliable data on 
which to base an estimate. 

Mr. Green. Do you not think that it would at least produce $200,000,000 to 
$300,000,000. 

Mr. Ramseyer. I have no doubt but that it would produce a very large sum 
of money. I have been told by men who are in a position to know, attorneys 
for big business, and others, that the amount of wealth that is given away by 
gifts inter vivos, or placed in trust, or assigned in some way, and found to be 
in somebody's else hands at the death of the person who originally had, or 
amassed the fortune, is stupendous. 

Mr. Hadley. Mr. Ramseyer, on the gift tax, I believe that you said that you 
did not have any real data, but that it was a complement of the inheritance 
tax? 
' Mr. Ramseyer. Yes. 

Mr. Hadley. Now, if the estate tax applies to gifts, if you tax the principal, 
you would also defeat the segregation of wealth of that estate, that you term 
concentration, although it would advantageously result in taxation, perhaps, 
it would work contrary to the principle that you are contending for, that is 
the principle which will segregate wealth? 

Mr. Ramseyer. No, sir. You see the gift is made to avoid the estate tax. 
That wealth will go on and be split up when the man dies anyway. Now then, 
in order to evade the payment of the estate tax they give their property away, 
but it would be taxable under a gift tax before death. 

Mr. Hadley. But the tax to a considerable degree would prevent gifts and 
would retain the estate intact, and your purpose of segregating wealth is to 
prevent that? 

Mr. Ramseyer. That is the purpose. 

Mr. Hadley. Now, in a measure, as I see it just now, without any careful 
«tudy, that would be one of the results of such a tax. 

Mr. Oldfield (interposing). Mr. Ramseyer, would 

Mr. Ramseyer (continuing). No; these fellows avoid estate taxes by simply 
conveying their property before they die. In most cases it would go to the 
same individuals that now get it, after the death of the owner of the fortune. 

Mr. Frear. Without paying the tax? 

Mr. Ramseyer. Without paying the tax. 

Mr. Oldfield. Mr. Ramseyer, how far on this subject would you care to go, 
with regard to gifts? Do you not think that if you increased the estate taxes 
25 per cent and made the same rate apply to the gifts that you would secure 
as much revenue as you would if you doubled the inheritance tax and did not 
apply the gift tax? I think that you would. That is my personal opinion of it, 
from some study. ^ 

Mr. Ramseyer. Yes; I know that you would greatly increase it; just how 
much I can not say. 

The Chairman. There is just one question, Mr. Ramseyer. I believe you 
said that in several States there is now in existence an inheritance tax of as 
much as 35 per cent? 

Mr. Ramseyer. No; I did not state that. In fact, I did not say anything 
about the rates imposed by States. 

The Chairman. Do you have any information on that? 

Mr. Ramseyer. The State of Arkansas goes as high as 32 per cent, but that 
is on collateral heirs or strangers and that is the highest State rate. That is 
the highest point to which the estate tax goes in Arkansas. Where the estate 
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goes to persons that are near relatives it is a very small tax, I think that it is 
6 or 8 per cent — 8 per cent on amounts in excess of $1,000,000. 

The Chaibman. Well, wliat States ha^e a maximum estate tax? What States 
have the highest estate taxes of the various States? 

Mr. Ramseyer. Arkansas and California. On collaterals 32 per cent in 
Arkansas and in California 30 per cent. But on collaterals, Arkansas — now 
inind you that the inheritance tax in Arkansas and most of the States is on a 
percentage basis depending on the degree of relationship of the beneficiary to 
the deceased. Near relatives in Arkansas pay from 1 per cent on between 
$3,000 and $5,000 up to 8 per cent on estates over $1,000,000. 

In California it is the same way running from 1 per cent on small estates 
to 15 per cent on estates over $1,000,000 for near relations. 

The Chairman. Well, if you make it 25 per cent, and in Arkansas they have 
a 32 per cent tax, that would make it more than 50 per cent? 

Mr. Oldfield. Eighteen per cent would make it 50 per cent. 

The Chairman. That would be a pretty high tax. 

Mr. Frear. It is a percentage of the total wealth of the deceased. 

Mr. Ramseyer. The maximum Federal estate tax is 25 per cent on sums 
over $10,000,000. If they had an estate in Arkansas, and the beneficiary was 
a stranger — that is, not a near blood relative — and the estate amounted to ove»* 
$10,000,000 — I think that is not likely to occur in Arkansas — of course, the 
amount of the estate over $10,000,000 would pay 25 per cent to the Federal 
Government and 32 per cent to the State Government. 

Mr. Frear. That Is, collaterals. 

Mr. Ramseyer. Yes ; that is on collaterals. 

Mr. Green (interposing). But, how about the family? 

Mr. Ramseyer (continuing). But there is no very sound reason, either in 
law or in morals, why collateral heirs should have much if anything. You 
know, under existing laws of all the States, if there are no blood relatives 
the estate esehejfts to the State. In Arkansas, if the deceased leaves children 
or near relatives, the highest tax imposed, and that only on the part of the 
estate over a million dollars, is 8 per cent. 

When the revenue bill was up for consideration in the Senate they put a 
kind of a joker amendment on the estate tax providing for 50 per cent on 
estates over $100,000,000. We, have never had an estate since this law was 
enacted— in 1916— where the net estate was $100,000000. The highest net 
estate has been $87,000,(XX), and for all practical purposes you might as well 
impose a tax on estates over $100,000,000 at 100 per cent. It would not get you 
a cent of revenue ; it would not hurt anybody. 

Mr. Tague. It looks good. 

Mr. Hawley. Have you considered, in the preparation of your bill, this prob- 
lem of the large estates held by families, in the case of large estates, that they 
might form family corporations, and since the corporation never dies there 
would never be any estate tax to be paid? 

Mr. Ramseyer. You could get the tax on the stock of the corporation. 

Mr. Hawley. There are such family corporations. 

Mr. Ramseyer. If the members of the family held stock in the corporation 
you could get it there, unless the stock was conveyed before death, and if we 
had a gift tax we could get it that way. 

In talking about large estates, of course, the condition in New York comes 
up. Take the case of the Astor estate, for instance. We all know how that 
estate started, with a German, old John Jacob Astor, coming there and buying 
a lot of land, and then the people built a large city on it, and it has been going 
on for five or six generations, and it is in the hands of people who are made 
very rich just because they were fortunate enough to be the descendants of 
John Jacob Astor. 

Mr. Hadley. You say, Mr. Ramseyer, that there are only three States that 
have no estate tax. Would you mind stating what three States those are? 

Mr. Ramseyer. I will, Mr. Hadley. Mr. Chairman, with your permission I 
will place in the record this table. 

The Chairman. But you have not answered Mr. Hadley 's question. 

Mr. Ramseyer. Those States are Alabama, Florida, and North Carolina. 

Mr. Frear. And will you put in any other data that you have that might 
have a bearing on this? 

89314—22 ^12 
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Mr. Ramseyek. Yes, sir. 

The Chairman. Have you concluded, Mr. Ramseyer? 

Mr. Ramseyer. Unless there are some other questions. 

I want to thank you gentlemen very much for your courtesy and forbearance. 

Mr. Chairman, in conclusion permit me to make these observations in the 
record with quotations from leading authorities. 

There are at least two compelling reasons for the imposition of taxes on 
the privilege to inherit proptrty or to receive property by devise or bequest: 
First, the Government needs this source of revenue to meet national expenditures 
and to pay off the national debt ; and, second, this tax is urged as a means to 
prevent the perpetuity of large fortunes and the concentration of wealth in 
the hands of a few. 

Andrew Carnegie, the best-known financier of our time, was a strong advocate 
of high taxes on large estates. In his book, " Gospel of Wealth," he says : 

" The growing disposition to tax more and more heavily large estates left 
at death is a cheering indication of the growth of a salutary change in public 
opinion. Of all forms of taxation this seems the wisest * * * By taxing 
estates heavily at death the State marks its condemnation of the selfish> million- 
aire's unworthy life. It is desirable that nations should go much further in 
this direction. Indeed, it is difficult to set bounds to the share of a rich man's 
estate which should go at his death to the public through the agency of the 
State, and by all means such taxes should be graduated, beginning at nothing 
upon moderate sums to dependents, and increasing rapidly as the amounts 
swell." 

Theodore Roosevelt, the foremost statesman of his day, in a speech on April 
14, 1906, said : 

" I feel that we shall ultimately have to consider the adoption of some such 
scheme as that of a progressive tax on all fortunes beyond a certain amount, 
either given in life or devised or bequeathed upon death to rfiny individual — 
a tax so framed as to put it out of the power of the owner of one of these enor- 
mous fortunes to hand on more than certain amount to any one individual; 
the tax, of course, to be imposed by the National and not the State Governm«it." 

This kind of a tax is in harmony with, and in no wise antagonistic to, the in- 
stitution of private property, so often referred to as fundamental to the 
prosperity and life of the Nation. Both Roosevelt and Carnegie were strong in- 
dividualists and were opposed to every form of communism and socialism. 
Further, to show that an inheritance tax is not in conflict with private property 
rights, I refer you to John Stuart Mills, one of the leading old-school economists, 
in his *' Principles of Political Economy," where he says : 

" Private property, in every defense made of it, is supposed to mean the 
guaranty to individuals of the fruits of their own labor and abstinence. The 
guaranty to them of the fruits of the laborer and abstinence of others, trans- 
mitted to them without any merit or exertion of their own, is not of the essence 
of the institution, but a mere incidental consequence, which, when it reaches 
a certain height, does not promote, but conflicts with the ends which render 
private property legitimate." 

We hear a great deal of talk these days about relieving business and in- 
dustry of tax burdens, and legislators should give heed. Enterprise, initiative, 
and thrift should be encouraged by our tax laws. Income taxes are a tax on 
business and industry, and they should not be so heavy as to discourage in- 
itiative and accumulations of wealth. Men ought to be encouraged to invest 
and to accumulate. I do not envy any man the money he makes through his 
genius or skill or industry, or even by luck, but the State in all those cases has a 
very important part in making accumulations possible and in protecting such 
accumulations during the life time of those making them. 

An inheritance tax is not a tax upon industry and does not injuriously effect 
business. Neither doe^ such a tax discourage enterprise nor lessen the desire 
of men to accumulate. On this point no man can speak with greater authority 
than Carnegie. In his " Gospel of Wealth " he says : 

" Nor need it be feared that this policy would sap the root of enterprise and 
render men less anxious to accumulate, for, to the class whose ambkion it is 
to leave great fortunes and be talked about after their death, it wHl attract 
even more attention, and, indeed, be a somewhat nobler ambition, to have enor- 
mous sums paid over to the State from their fortunes." 

I close with quoting from the Progressive Party platform of 1912 : 

" We believe in a graduated inheritance tax as a national means of equalizing 
the obligations of holders of property to Government, and we hereby pledge 
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our party to enact such a Federal law as will tax large inheritances, returning 
to the States an equitable percentage of all amounts collected.*' 

The Chairman. There is a gentleman to be heard who has been waiting for 
three days. We will hear Mr. Lovenbein. 

STATEMENT OF MB. SAM LOVENBEIN, EBITOB OF '' THE DISABLED 

VETEBAN MAGAZINE," WASHINGTON, D. C. 

Mr. Lovenbein. I have only a few minutes. I want to explain that the men 
I represent are opi>osed to the veteran bill wiiich is before the committee. 

I have been coming in contact with the soldiers whom I represent, and I find 
that very few men know the provisions of that bill. They are all for it be- 
cause it sounds good, " bonus," but when I get a chance to explain the bill to 
them, then they are not satisfied with it. They figure that they will 
get the money in a lump sum. They expect $500. They expect to get $500 in 
one lump sum. They do not realize that they will only get $50 every three 
months, but there is a lot of them who think that they are going to get that 
money or a home or an education, but when you explain it to them, they find 
that they have not got much of a chance. 

The bill is so fixed, so that the men can not get much out of it. They will 
all want the cash, of course, because they figure that there is nO chance of 
getting any more, and they figure that there is no chance of getting an educa- 
tion. 

The insurance part, it is claimed that they will be able to borrow money for 
two or three or five years. They do. not know just what that is. They will 
not get the insurance, but if they get the money they figure that l;hey will get 
it in a lump sum. They do not figure that they can not get it, because it is 
impossible to pay out that much money in a lump sum. 

Another feature of the bill that is going to hurt the disabled men — the public 
all think that the disabled men are the ones who are really entitled to the 
cash bonus. They need the money, but they are going to find that it is going 
to hurt the disabled men more than it is going to do them good, because the 
minute that this bill passes — they are getting $100 from the War Risk or the 
Veterans' Bureau — they will have their pay reduced $20 a month. That is 
the way the act is now. If they get a larger income they are not entitled to 
$100 a month, but it is reduced to $80. 

Then, when you explain about sending the disabled men to school, they are 
getting $100 a month to go to school. At the same time there' are about 
30,000 disabled veteran soldiers getting compensation from the Government, 
and they will get more money than they will get after this bill passes, be- 
cause they will have to have their compensation reduced, because it is now 
costing the Government close to $500,000,000 a year, and they will try to cut 
down expenses, so the disabled soldiers will be the ones that will have their 
pay cut. 

The Chaibman. What is your opinion with regard to this bill? 

Mr. Lovenbein. The disabled soldiers that I have talked to all over the 
country do not want it. 

The Chairman. Not a single one who has come before thLs committee holding 
that view. 

Mr. Lovenbein. Well, they never knew anything about it. You will get a lot 
of kicks as a result of this veterans* bill from the disabled soldiers when the 
300,000 who are now drawing money from the Veterans' Bureau, and w'hen they 
know how this money is applied to their compensation under the clause. There 
is another thing in the bill. Suppose that a man only served six months. Can 
he secure a home under this bill? 

Mr. Freak. Well, on that subject, how long did you serve in France, and were 
you wounded in service? 

Mr. Lovenbein. No ; I was not wounded. 

Mr. Frear. How many men do you represent? 

Mr. Lovenbein. I am not questioning about 

Mr. Frear (interposing). But you are here arguing that the bill is not satis- 
factory. 

Mr. IjOvenbkin. That is the attitude of the men when they understand it. 

The Chairman. Oh, no. 

Mr. Hawley. Let him make his statement. 

The Chairman. We w^ere letting him make his statement, but the committee 
has a right to interrupt him when he is making such statements as that. 
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Mr. Garner. You are editor of a magazine — a paper? 

Mr. LovENBEiN. Yes, sir. 

Mr. Garner. Wliere is it published? 

Mr. LovENBEiN. In Washington here. 

Mr. Garner. How long have you been editing it? 

Mr. Lovenbein. We have only been getting it out since October. 

INIr. Garner. Last October? 

Mr. Lovenbein. Yes ; we have got just a few Issues out. We are getting an 
issue out this week, and there is an article on the bonus, calling the bill " The 
Bunko Bill." That is what we call the bill now. 

The Chairman. That is the first the connnittee has heard about it. 

Mr. Garner. Have you incorporated, or how are you financed? 

Mr. Lovenbein. No; we started to run the magazhie through the organization, 
because we had to change our policy, because everybody that is going to benefit 
a little bit by this bill, even a lot of men connected with the House and Senate, 
they figured that they w^ould do all kinds of things to frame us. and they have 
framed us up. We Jiave been framed up. We have been framed up one way or 
another. So we established the relief station in order to take care of the men 
who came to Washington, who had cases, and we would help them to adjust 
their claims. 

The next issue of the magazine is going to make the announcement that the 
relief station has been discontinued. We were merely running it to take 

Mr. Garner (interposing). That, of course, will handicap you, on account of 
being " framed " by all of the Senators and the Members of Congress. Has any- 
body In the executive branch of the Government " framed " you? 

Mr. Lovenbein. I knew from your other questions that that question was going 
to be asked. I would not call it " framed up." I would like to change that word. 
There have been mistakes made. We had a little misunderstanding. 

Mr. Garner. Well, what about the executive branches of the Government? 

Mr. Lovenbein. All right. Secretary Mellon, I suppose it was, had Mr. 
Mellen — James W. Mellen — arrested out In Pittsburgh because he thought that 
he w^as using his name with a letter that he had ; that he had given his check 
for ?500. 

IMr. Garner. Mr. Mellon gave a check — who Is that, Secretary Mellon? 

Mr. Lovenbein. Secretary of the Treasury Mellon. But It was not a fact. 

Mr. Garner. Let us get the facts. 

Mr. Lovenbein. I want to get this finished. We carried on this relief work. 
We got money from — we got money from Secretary Mellon. When he gave It to 
Ori v,'8 w'ere opposing the bonus, but he did not know when he gave lis the money 
what the policy of the magazine was. 

Mr. Garner. Was that Secretary Mellon you refer to Secretary of the 
Treasury? 

Mr. Lo\t5nbein. Yes, sir. 

Mr. Garner. You got out this paper, you say, In October? * 

Mr. Lovenbein. Yes. 

Mr. Garner. You have not gotten out one since? 

Mr. Lovenbein. Yes; we have gotten them out. 

Mr. Garner. Every week? 

Mr. Lovenbein. Every month. We will have one out to-morrow. 

Mr. Garner. Has this Issue you are going to get out to-morrow — has that got 
a flyleaf with a letter published on It that was written by Secretary Mellon, 
inclosing a check for $500? 

Mr. Lovenbein. No, sir. 

Mr. Garner. Why did j^ou not publish that flyleaf that you had struck off for 
your paper? 

Mr. Lovenbein. We never struck it oft'; the Stars and Stripes did it for us. 

Mr. Garner. They got It olf before you did? 

Mr. Lovenbein. Yes. 

Mr. Garner. How about being arrested in Pittsburgh? What is the story 
about that? How did he come to be arrested In Pittsburgh? 

Mr. liO^'ENBEiN. Well, he was arrested 

Mr. Garner (interposing). Who is "he"? 

Mr. Lovenbein. Well, I am talking about my associate. 

Mr. Garner. What Is his name? 

Mr. Lovenbein. Mr. James W. Mellen. 

Mr. Gabneb. He was arrested In Pittsburgh, for what reason? 

Mr. Lovenbein. Well, no reason at all. He got out — ^he was just arrested. 
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Mr. Garner. Well, how did he get out? 

Mr. LovENBEiN. He got out. He was turned loose, and they were glad to 
turn him loose, and they apologized for it. 

Mr. Garner. What did they arrest him for? 

Mr. I^VENBEiN. They arrested him in Pittsburgh for nothing. 

Mr. Garner. Who are "they"? 

Mr. Lovenbein. The police; they usually make arrests. 

Mr. Garner. Who caused the arrest? 

Mr. Lovenbein. Well, I figure that it came from Secretary of the Treasury 
Mellon. 

Mr. Garner. You figure that it was caused by the Secretary of the Treasury, 
Mr. Mellon, who had given you a check for $500 and written that letter. He 
was using that in Pittsburgh and he had him arrested, but he was turned 
loose? 

Mr. Lovenbein. Well, of course, he did not turn him loose. The police turned 
Mr. Mellen loose. 

Mr. Garner. The police arrested him? 

Mr. Lovenbein. Yes, sir ; I suppose that is true. 

Mr. Garner. What has he been doing since he got out, since he was turned 
loose? 

Mr. Lovenbein*. He has been out doing good work. 

Mr. Garner. And the Stars and Stripes took that letter away from you and 
you did not have^ chance to put it on the flyleaf of your paper? 

Mr. Lo\t:nbein. We never intended to. 

Mr. Garner. Did you not have one struck off at one time to put on your 
flyleaf? 

Mr. Lovenbein. • No ; you figure out different from what we were really doing. 

The Chairman. Will the gentleman permit me to interrupt? 

Mr. Garner. Yes, sir. 

The Chairman. I want to read this and see if I can get some information. 
This is "The Disabled Veteran Magazine, subscription price $2 yearly, the 
oflacial publication of Disabled Veterans' Relief Society, October, Vol. I, No. 1, 
price 25 cents." Then there is a letter, as follows : 

Treasury Department, 

Ofi^ice of the Secretary, 
Washington, Septcmher 28, J 921. 
Gentlemen: As arranged with Mr. James W. Mellen this morning, Secretary 
Mellon has instructed me to send you his check inclosed, $500, as a contribution 
to the society. 

Yours, very truly, 

A. E. SixsMiTH, Private Secretary, 
Disabled Veteran's' Relief Society, 

1013 Fifteenth Street NW., Washington, I). C. 

Mr. Lovenbein. I never had that. 

The Chairman. The Stars and Stripes got that up? 

Mr. Lovenbein. We got that from the Stars and Stripes. We got it and had 
a copy of the letter. They came up to our office, and we gave them all the 
information that they wanted, and I suppose they got enough so that they were 
given a chance, and they got that letter no doubt from the Secretary of the 
Treasury himself. 

Mr. Garner. Well, your asssociation is all the time doing all it can against 
the bonus? 

Mr. Lovenbein. Certainly ; we are doing all we can ; and we are going to try 
to let the public save the disabled veterans. 

Mr. Garner. Mr. Mellon sent you his check and you have not seen this 
letter? 

Mr. Lovenbein. No ; I did not. We are going to sue Secretary of the Treas- 
ury Mellon as soon as we can get the papers out. 

Mr. Green. Did ydu have petitions in this matter? How many names did 
the petitions bear? 

Mr. Lovenbein. I did not count the names. We have a stack that high [indi- 
cating]. And any soldiers you talk to about this particular bill can not explain 
the provisions. We tell you they are going to get buncoed something awful. 
They think they are going to get a lot of money and they do not know what 
they are going to get. Three or four million men will be thrown out of work in 
three months after this billis passed. 

Mr. Fbear. How do you know that? 
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Mr. LovBNBEiN. I know that, If it passes and becomes a law and is paid in 
cash. 

The Chairman. There is a difference in what your opinion is and what you 
know. 

Mr. LovENBEiN. I say three or four million men will be thrown out of work if 
this bill is passed. 

Mr. FREAif. What did you do with the $500 you received? 

Mr. LovENBEiN. I can give you a good account of that. I bought a lot of 
different blank sheets and paid rent. 

Mr. Fbeab. How are you running the newspaper; who paid the money for 
that? 

Mr. LOVENBEIN. Our circulation department has raised money on circulation. 

Mr. Freab. What is your circulation? 

Mr. LOVENBEIN. On one issue we got out 12,000 copies and on another 10,000 
copies. 

Mr. Freab. I mean, how many did you sell? 

Mr. LOVENBEIN. Every one of them; in fact, we could sell a million if we 
had them. This issue we are preparing to get out 

Mr. Frear (interposing). Twelve thousand out of 4,000,000 men who were 
in service. Do you feel that judgment of less than 1 per cent ought to 
determine what we should do with the cash bonus after having passed the 
same bill in the House last session? 

Mr. LOVENBEIN. I do not. That is the whole thing. 

Mr. Frear. You have 12,000 men, while the Legion, representing over a mil- 
lion men, say they want it. 

Mr. LOVENBEIN. That million men have got a million votes ; that is why you 
are anxious to see this bill go through. 

Mr. Frear. It is not a question of anxiety ; it is a question of judgment, based 
on the opinion of many witnesses. 
. The Chairman. Can you tell how many men you have communicated with 
who know nothing about the provisions of the bill? 

Mr. LOVENBEIN. I do not think 5 per cent. 

The Chairman. What you think and what you know are two different things. 
What do you know about it? How many have you consulted that you can say 
do not know the provisions of the bill? 

Mr. LOVENBEIN. I do not think anybody. 

The Chairman. Not what you think, but what you know. 

Mr. LOVENBEIN. I know that the biggest majority of the men, leaders of the 
Legion, do not know the provisions of the bill. 

The Chairman. How many have you communicated with? You say "a 
great many." 

Mr. LOVENBEIN. I have talked to about 300. 

The Chairman. You have talked to 300 out of 4,700,000. Do you think that 
is a pretty good percentage? 

lilr. LovENBEiN. I am talking about the leaders, the men who speak for the 
rest. I do not think the commander of the league could tell one thing about it. 

The Chairman. You have taken up a good deal of the time. 

Mr. Frear. Mr. Chairman, I called a number of witnesses for these hearings, 
but then thought it inadvisable to bring witnesses here who have already testi- 
fied before the Senate Finance Committee. It occurs to me that it will be even 
better to incorporate into the record briefly such testimony as may be material 
to the taxation proposition that occurred before the Senate Finance Committee, 
and has come to my hands on the same subject. I will try and condense it into 
easy reference form, particularly as to the matter of a consumption tax. 

(The following is the matter referred to:) 

Many of the witnesses who appeared before the Senate Finance Committee 
in those hearings have covered the subject so that it is unnecessary to recall 
them or take the time of this committee in duplicating their testimony. It Is, 
however, important that our committee may have the benefit of .this testimony 
in its hearings in a concise form, so I have taken extracts from testimony of 
witnesses which cover 300 pages of Senate hearings and it is condensed into 
several pages of testimony which, if desired, may be studied at length in the 
original Senate hearings. 

The following witnesses were heard before the National Industrial Conference 
Board that represented 25 affiliated businesses or organizations representing 
assets of several billion dollars and hundreds of thousands of employees. They 
are tax experts and financially disinterested. They had no personal tax motives 
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to influence their Judijnient. They were not employed by great wealth to speak 
for them as any attorney might speak for a client. These witnesses were un- 
prejudiced. Starting out in their deliberations in favor of a sales tax, by a 
surprising agreement in judgment they reached a unanimous verdict against a 
sales tax. I offer extracts from their statements submitted to the national con- 
ference board in open session. 

TESTIMONY OF TAX EXPERTS AGAINST A SALES TAX. 

Arthur A. Ballantine, attorney at large, New York City, formerly Solicitor 
ot Internal Revenue, says, page 32, bearings national induvstrial tax committee : 

** I believe that this idea of a sales tax, a tax collected everywhere, falling 
on no one, is a will-o'-the-wisp which has floated over this field of taxation 
and which is in danger of luring business men who approach Congress in an 
effort to get really beneficial changes into futile action instead of constructive 
action. 

" I believe that this committee, by the very careful and exhaustive con- 
sideration which it has given to the advocates of this plan and its careful 
thought as to conclusions, has done much to dissipate this myth and to direct 
the efforts of business men into practical channels instead of down a pathw^ay 
which leads to futility." 

For the second witness I quote from Charles A. Andrews, whose frank, 
clear analysis of the sales tax is illuminating. lie says (p. 38) : 

" There was on the committee no vociferous objector to the sales tax. There 
was on the committee nobody who was loaded to kill it. We started in 
upon the assumption that we were going to work out something in the form 
of a sales tax. We invited various well-informed people to come before us. 
We reached out -and got printed matter and manuscripts; we made investi- 
gations; and slowly but steadily the committee was driven to the inevitable 
conclusion that it, r^resenting a large body of business men, could not bring 
before this conference a recommendation for any form of sales tax, except 
as the same related to a few specific articles, suggestions as to which we have 
made, and which have been referred to by Mr. Armitage. 

" We haven't the nerve, as good citizens of the country — which we believe 
we are, and are trying to be — to say to a body of business men in this country, 
who are suggesting that business be relieved from a billion dollars of ex- 
cess-profits tax, that we propose a tax which will cause the billion to be paid 
by the ultimate consumer. That is such a violent divergence from the princi- 
ple of payment upon the basis of ability to pay that we can not ask this body 
of business men to get behind that sort of a tax. 

** W^e do not believe, in this day and generation — and following the World 
W^ar. instead of following the Napoleonic wars — that we have any business 
to propose seriously to the Congress of the United States a tax of a billion 
dollars, or two, or three (I don't know how much it would produce — all those 
figures are given), to be paid by the ultimate consumer, and organized business 
excused from its billion dollars of excess-profits tax. 

" We don't think that is good citizenship ; and we don't think that Is good 
economics. That is the real reasons that we disposed of or rejecte<l the sales 
tax, upon the assumption that the tax is paid by the ultimate consumer." 
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A SALES TAX IS AN IINJUSTIFIAHLE TAX OX GROSS RECEIPTS. 



" Well, let us assume that the tax all remained with the original payer of it, 
and that it is not passed on to the consumer. Does it then become a tax w^hlch 
ve can justify ourselves in recommending to Congress? Your committee says 
'No.' * * * Why? If the tax remains with the Individual or c(mcern which 
originally pays It and he is not able to pass it on, it becomes a tax measured 
in terms, although not so stated, of his gross receipts ; and as such, in the opin- 
ion of j'our committee, it is open to such serious objections that we can not 
ask Congress to pass it. ♦ * ♦ A tax on gross receipts which leaves out 
of the equation all the difference in cost of the conduct of your busines-s as 
compared to mine — perhaps it takes 90 per cent of my gross receipts to con- 
duct my business and pay my expenses ; perhaps it takes 50 per cent or 70 per 
cent or 95 per cent of yours — is an unjustifiable tax. * ♦ * The establish- 
ment of a tax like that would, in the opinion of your committee, produce such 
inequalities that our dissatisfaction with the excess-profits tax would be as 
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nothing, and we would find ourselves in the face of inequalities vastly greater 
than heretofore. * * * It is uneconomic in its nature; it is indefensible, 
in our opinion, in the twentieth century, if it is a general tax on all consump- 
tions; and for other reasons it is equally indefensible if it becomes a tax in 
terms of gross receipts, which tern/ means nothing so far as it relates to the 
ability to pay taxes." 

BACHE SHOWS HOW TO AVOID A CONSUMPTION TAX. 

Mr. Jules Bache, called as a hostile witness before that committee, gives his 
own concept of human nature and a cold-blooded alternative for the ultimate 
consumer who can not pay the tax. He says, " Quit consuming." I quote from 
his statement before the industrial committee (p. 58) : - 

** Prof. Adams this morning showed the greatest optimism tnat I have ever 
heard voiced from the tribune. He states that he believed the taxpayer was 
a cheerful, voluntary honest man. That is not my opinion. The taxpayer — 
and I am not attacking his honesty when I say so — spends 11 months a year 
devising schemes by which, during the 1 month that he tries to make up' his 
tax statement he can avoid as many of the taxes as is legally possible, and 
he generally succeeds in avoiding many of them. 

" The idea of putting a thrift tax into our taxes, which the 20 per cent limi- 
tation would be, is an excellent one, but the greatest thrift tax would be the 
turnover tax, since if anybody didn't want to pay any taxes he could merely 
refrain from consuming." 

THE CANADIAN TAX IS NOT A SALES TAX. 

W. C Cornwell, an employee of ^Ir. Bache, road a statement of the Canadian 
sales tax at that same meeting — ^page 60 — to which Robert (>. Wilson, chief of 
the tax division, American Mining Congress, immediately replied, as follows : 

'• I don't know how many gentlemen present are familiar with the Canadian 
law, but it has been my fortune witlrn the last three or four years to si)end 
some time in Canada, and for business reasons make some intensive study of 
the Canadian law. To my mind the Canadian law is not a sales tax. 

" In the first place, the law of July 1, known in the United States as a sales 
tax, is an amendment to the special war revenue act of 1915, which is an excise 
tax law. 

" What Mr. Cornwell has had to say regarding the premier's statement is true. 
The statement, however, is misleading in that it refers to a sales tax which 
in its effect exempts all the prime essentials of life from such taxes ; it is only 
an addition at the rate of 1 per cent and 2 per cent to excise taxes — ^luxury 
taxes, if you please — which rise sometimes 50 per cent upon many commodities- 
luxuries, essentials, and nonesseht'ials.' It is not, as the business men's tax com- 
mittee has termed the proposition, a sales tax." 

The next witness, Mr. J. F. ZoUer, tax attorney of the General Electric Co., 
says at the same committee hearings, page 62 : 

'* I want to talk just a minute on the sales tax. Now, we have reached the 
parting of the ways here in regard to the sales tax. Personally, I am opposed 
to it for the reasons stated by Mr. Andrews. I can't state those objections any 
better or as well as he did. But the situation as I see it is this : The people who 
are favoring the sales tax are those who are already required to pay a sales tax 
under section 900 of the present law, and their position is that if the Govern- 
ment can select this industry and impose a sales tax upon us, why not spread it 
to other taxpayers?' 
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WHY ENGLAND REJECTS A SALES TAX, 

The next witness is James J. Forstall, of Chicago, attorney at law and a 
member of the tax committee, who speaks of efforts to pass a sales tax in 
Great Britain. He says (p. 67) : 

" Comment has been made on Canada and Mexico. I would like to say that 
two weeks ago yesterday, through the courtesy of Prof. Haig, I had an oppor- 
tunity to discuss with one of the members of the British income-tax conmiis- 
sion and with one of the high tax officials of the British Government the question 
of the British taxation situation. As you probably all know, they have about as 
little love for the excess-profits duty as the Americans have for the excess- 
profits tax, and have been spending two years in trying to find a substitute, but 
they haven't yet found it. I asked each of those 'gentlemen whether the general 
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sales tax has been considered as a substitute, and they both said the same 
thing: That it had* been taken up and considered very seriously, but that now 
they were no longer considering it, because they were convinced that it was 
neitlier an equitable tax nor feasible from an administrative standpoint, nor 
one which could possibly be passed through Parliament." 

THE CUMBERSOME MEXICAN SALES TAX LAW. 

For the next witness I quote from A. E. Holcombe, New York, secretary and 
treasurer of the National'Tax Association. He says : 

" I happen to have with me a copy of a bulletin which is just about to come 
out, and in view of the references to other countries I thought I might read a 
couple of sentences from the report on the Mexican situation. It seems that 
early in the Carranza regime he established a committee to look into the entire 
fiflancial system in Mexico. That committee made an elaborate report, and it 
has been reviewed by Prof. Chandler, of Columbia, who spent some time himself 
as adviser. 

"It is perhaps not too much to say that the most important proposal to be 
found in the entire model plan (and that was the name given to this report) is 
that recommending the suppression of the sales tax throughout the States of 
Mexico. * * * It has always been a costly tax to collect, and according to 
the opinion of Mexican officials, who are in a position to know, it has constituted 
one of the most cumbersome impediments to industry and commerce." 

HOW FARMERS REGARD A SALES TAX. 

The next witness, J. R. Howard, of Chicago, speaks for a million and a half 
farmers in the American Farm Bureau Federation. He speaks the sentiments of 
several million other farmers not connected with the organization of which he 
is president. He says (p. 68) : 

" The farmer is interested in paying his just and fair proportion of taxation. 
He believes every man, every citizen, should pay some tax, because it makes him 
a better citizen, but he believes that that taxation should be so distributed as 
to be fair and equ "table, and in proportion to each man's ability to pay. 

" With regard to the sales tax, let me say that the farmer occupies a unique 
position. I think it has generally been conceded in this discussion that the tax 
is passed down to the ultimate consumer. The farmer can pass nothing to the 
ultimate consumer, because he buys at the other man's price and sells at the 
other man's price, and being at that disadvantage and not able to pass it on,, he 
bears an unjust burden and is in a place where I am sure he, as a farmer, will 
object to the broad extension of the sales-tax principle." 

Mr. H. C. McKenzie, of Walton, N. Y., a member of the tax committee, sec- 
onded Mr. Howard's testimony in vigorous language, as follows: 

*' I w^ant to take the opportunity to emphasize the farmer's objections to a 
general sales tax, which have been voiced by our i)resident, Mr. Howard, and 
to call your attention to just two or three things briefly. * * * The chief 
proponent of the sales tax has told you that the excess-profits tax is not only 
paid by the ultimate consumer but that the ultimate consumer pays the tax two 
or three times in amount. Now, if that is right, the corporations and people 
who are doing this business are receiving a benefit from the excess-profits tax, 
and the corporations and business people are the people who are asking for its 
repeal; they are asking for something that is diametrically opposed to their 
own interests. According to the chief proponents of the sales tax, the sales 
tax is paid by the ultimate consumer in its entirety ; that is his proposition, as 
I understand it. 

"Now, your proposition, as developed by the advocates of the sales tax, is 
this : To take an approximate $1,000,000,000 off the excess-profits tax, which is 
now paid, as I contend, largely by the corporations, and put it over, according 
to the proponents of the sales tax, on the ultimate consumer. It seems to me 
that nothing could be more shortsighted, and tend in the end to be a boomerang, 
and to be a disadvantage not only to business but to capital than to strive to 
shift the burden of a billion dollars from the business people who now pay it to 
the living wage — which is what it amounts to — the ultimate consumer. Ninety per 
cent or 95 per cent of that tax will be paid out of the living wage, if the con- 
tention of the proponents of the sales tax is correct ; and I want to say that the 
farmers who are represented in the American Farm Bureau Federation will 
never in the world stand for that proposition." 
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"fakmebs will fight to the end." 

Let me interject a witness at this point whose tenderness for wealth and 
capital has no conspicuous place in his published statement, from which I 
quote. I offer an extract from an article given to the press by George P. 
Hampton, managing director of the Farmers' National Council, an organiza- 
tion representing an enormous constituency. No one will doubt that equally 
forceful demands are voiced by the millions of organized and unorganized labor 
who are to be placed in the new class of turnover sales taxpayers. Mr. Hamp- 
ton says: 

"A direct tax could be levied upon capital values, and should be promptly 
levied by Congress instead of seeking some method of placing additional burdens 
of taxation through a retail sales tax, a general sales tax, and other consump- 
tion taxes upon the hundreds of thousands of families who to-day are receiv- 
ing several hundreds of dollars less than they need to maintain the American 
standard of living. * * * A retail sales tax and other sales taxes and all 
similar taxes on food, clothing, and shelter, called consumption taxes, must be 
paid chiefly by the workers on the farms, in factories, mines, and transporta- 
tion, millions of whom are getting less than the minimum wage necessary to 
maintain a family on a decent American standard." 

Mr. Hampton concludes: 

" The full money cost of the war must be paid by taxes on incomes, corpora- 
tion profits, estates, and privileges. Such taxes will yield $7,000,000,000 to 
$8,000,000,000 a year for many years without imposing any hardship upon any- 
one. American farmers, who this year have lost billions through the slump m 
farm prices, will fight to the end the plan for the selfish privileged interests to 
saddle the hugh war debt upon our people for years, and insist upon prompt 
payment of that debt by those who profited so hugely by the war and by the 
monopolies built up in this country before and during the war." 

A RECOGNIZED GREAT TAX AUTHORITY ON THE SALES TAX. 

'I could quote from many other witnesses before the board, who have not 
".wabbled and wavered " for months, but the witnesses I have cited against the 
sales tax are tax students and authorities, men who have given the question 
thorough consideration in most cases, are apparently unprejudiced, and whose 
views are of great value in determining matters of taxation. One of the greatest 
international tax authorities, whose textbooks are known to every student of 
taxation, has expressed himself on the subject of a sales tax. His contribution 
on the sales tax here and abroad is concise, fair, and positive. I quote from 
the statement of Dr. E. R. A. Seligman, of Columbia University (national in- 
dustrial tax committee hearings, p. 72) : 

" The sales tax is not a novel tax, as the premier of Canada said. If he had 
followed an academic course in taxation he could have learned of many ex- 
amples, dating back as far as thousands of years ago. The Romans had it, 
not to speak of the Egyptians and the Babylonians. I do not want to give a 
lecture on taxation; I am simply trying to call attention to the fact that the 
sales tax has existed in one form or another for a great many years. With 
only two exceptions, it has been abolished everywhere and has not been rein- 
troduced in any first-class country, and those two exceptions are Germany, 
which reintroduced it in 1919, and France, which, as has been said, introduced 
it in 1920. Now, before we consider the experiences with this tax, it must be 
remembered that we can learn little one way or another, either for or against it, 
from Mexico, or Cuba, or the Philippines, or Canada, all of which are countries 
of insignificant economic proportions, where we do not find the real kind of sales 
tax that we have been discussing to-day.' 
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DEMOCRACIES OPPOSE SALES TAX LAWS. 

Again (p. 74) : 

*' The proposition now is to take off one of those three chef categories — the 
tax on excess profits — and remove the burden from profits on wealth or income 
and put it on the other, or consumption, side. This would. In my opinion, 
unduly shift the balance and br'ng us too near the position formerly occupied 
by all the aristocracies of old and still reflected in some of the European coun- 
tries. * * * (P. 75.) Why is it that England and America show their 
democracy, their real democracy, so much more than countries in the difficult 
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position of Italy, or France, or Germany? There you will find throughout the 
war, and even now, the great mags of taxes Imposed upon the consumption of 
the common man ; whereas in England and in the United States during the 
great war. as over against our experiences in the C?ivil War, the great majority 
of taxes are raised from wealth ; that is, from those who can afford to pay 
rather than from the consumption of the necessaries and comforts of 
life. ♦ * ♦ After the United States, the two countries of the world which 
are making the most progress in fiscal reform are England and Italy — ^for Italy 
is doing better than France. When these two countries came to consider this 
problem they went into the question of a sales tax thoroughly and finally 
rejected it. On the other hand, the two big countries of the world that have 
adopted the sales tax, Germany and France, did so only as a last resort after 
exhausting every other available source of taxation. * * ♦ Germny was 
forced to this sales tax in the last' extremity, and in France the same is 
true. ♦ ♦ ♦ I have been in California for eight months, and had the pleasure 
«ome time ago of addressing a large body of business men in San Francisco 
assembled to discuss this question. I found that the situation was precisely 
that which was presented by our committee. Everyone was anxious to get rid 
of the profits tax ; everyone had heard that here was a way out and it capti- 
vated them all; every man in that room was in favor of a general sales tax. 
But after I had talked with them, not so much in opposition as trying to show 
that there was another side of the question which they must begin to study, it 
was marvelous to see what a change came over them; not because I spoke, 
because everyone would have done just as well, but simply because attention was 
now called to some of the less obvious aspects of the case. 

" A sales tax on the sales of capital would ruin New York City as the financial 
center of the country. A sales tax on the necessaries of life would evoke a 
political struggle the like of which we have never seen in this country (p. 77). 

"The sales tax represents an attempt to put an undue, an extravagant, burden 
upon the consumer instead of on the producer or the possessor of wealth 

(p. 79).- 

Dr. Sellgman discloses why Messrs. Kahn, Bache, Rothschild, and others of 
like antecedents from the " aristocracies of old ** favor a sales tax. 

Many of these same witnesses and others appeared before the Senate Finance 
Committee last May, and the hearlnjjs afford a reasonably complete lep:islative 
textbook on the subject of a sales tax. Men of unimpeached standing and 
ability repudiated any sales-tax proposal, although the hearings frequently 
related to a turnover sales tax, which is an exaggerated manufacturers' job- 
bers tax. It is, however, subject to the same fundamental objections of pyra- 
miding, profiteering, secrecy, inflation of prices, and burden on consumption. 

Printed hearings covering over 200 pages are devoted to arguments by many 
witnesses opposed to a sales tax. From these I quote briefly from several wit- 
nesses on different phases of the same subject to indicate the many objections 
that exist to this consumption tax : 

" PRESIDENT PLI^MB, OF THE NATIONAL INDT'STRIAL CONFERENCE BOARD." 

(Page 277.) 

*' J. C. Peacock. Albee Building, Washington. D. C, representing Mr. Fayette 
R. Plumb, president of Fayette R. Plumb (Inc.), Philadelphia: * I might explain 
just why Mr. Plumb intended to appear here hini«elf. He is unable to come 
to-day and has asked me to take his place. Mr. Plumb, a prominent manufac- 
turer of Philadelphia, is interested in this subject, not so much on his own 
account but because he served as chairman of the tax committee of the National 
Industrial Conference Board, of which committee I happened to serve as secre- 
tary, and copies of the final report were sent some time ago to all Members of 
Congress, including, of course, members of this committee ' * * * " 

(Page 278.) 

" I can say, from my own knowledge, that Mr. Plumb was personally a very 
strong advocate of the sales tax, ♦ • ♦ but as that committee went into 
the subject more and more ♦ * ♦ it realized that in making its report it 
could not properly make a report favoring a sales tax or any form of the sales 
tax unless it could satisfy itself in its mind that the objections which were 
raised were not insuperable, * * * and Mr. Plumb personally, and most of 
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the members of the committee, finally came to the conclusion that a sales tax 
was unwise and impracticable. 

*' I make that explanation in order that you might realize that what I say 
and what I present for Mr. Plumb * * ♦ is from a man who started not 
from the position of an opponent of the sales tax but from the position of a very , 
ardent advocate of the sales tax, * ♦ ♦ reached the conclusion that his 
first idea was wrong and that he had to change it. 

" Sena to;' Smoot. Have you got any of Mr. Plumb's arguments in favor of 
the sales tax? 

" Mr. Peacock. Yes; I have them here — in favor of or against? 

*' Senator Smoot. Oh, I wanted some in favor, and then I could judge what 
changed his mind. He was an awfully strong advocate of it for years, and he 
must during that time have written some very strong articles for it * * *.'^ 

" Mr. Peacock. I think I have made the statement — and if I did not make it 
clear I will state that Mr. Plumb, like most business men, a year ago favored 
the sales tax. * * * i might say of my own personal knowledge for about 
two months when I first became associated with the committee Mr. Plumb was 
a very ardent advocate before that committee of the sales tax, and during that 
time I will also say that several meetings of the committee were devoted to 
conferences across the table with some of the leading advocates of the sales tax 
at that time. Mr. Rothschild and Mr. Lord attended the meetings of the com- 
mittee, and not merely attended but took active part in the discussions of the 
connnittee. ♦ * * 

"As some of you may perhaps remember, about four or five years ago it was 
my privilege to assist this committee in the capacity of legislative draftsman, 
and also the House Committee on Ways and Means, and during that time I had 
the privilege of assisting in drafting both the revenue act of 1916 and 1917." 
******* 

(Page 286.) 

" Mr. Peacock. Mr. Plumb points out that the most unfair thing about this 
tax and the thing which makes it fundamentally unsound is that it conforms 
neither to the principle of ability to pay or to the principle of benefits re- 
ceived. * * *" 

( Page 287. ) 

" Mr. Plumb refers to a matter which may have, been brought to your atten- 
tion ; if not, you will probably want 'to look further into it. [Reading:] 

" ' It is interesting to know that not only American business men, when they 
see both sides of this question, see the unfairness of the sales tax, but also that 
the gl-eatest organization of manufacturers in (Jreat Britain — ^that is, the 
Federation of British Industries — came to the same conclusion. » ♦ * * 

" Mr. Peacock. That is an experience almost identical with the experience of 
our own national industrial tax committee ; and I can say this because I know 
from my own knowledge that they, not having seen a copy of this report, used 
that very same word * reluctant ' in their report. They started out and wanted 
to report favorably to the sales tax, and they were forced in the report I have 
mentioned to use the word * reluctant.' They could not do it. 

" The Oredit Men Oppose a Sales Tax. 

" r. (i. elliott, representing ;i:i,000 ' bt'siness units. 

(Page 299.) 

" Mr. Elliott. :Mr. C'liairinan, the National Association of Credit Men is an- 
organization of 33,000 business units — manufacturers, mining companies, whole- 
salers, and financial institutions. Our membership is made up of the business 
units and is not an organization of individuals. The committee on Federal tax- 
ation, of which I happen to be chairman, was organized just a little more than 
three years ago, and has been very active ever since in the study and discussion 
with our various members at their various meetings on the subject of Federal 

2'gYgjjllg^ * * * 

" It is true that while at the outset of our study of taxation we were more^ 
or less impressed with the seeming simplicity of a tax on business transactions; 
nevertheless, after we had given the subject very careful thought, we came to 
the conclusion, which seems to us inevitable and which is concurred in by many 
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•of the other or^iiizat'.ons, that it would not be a practical method of raising 
a large amount of Government revenue ; that it would not be equitable ; that it 
would not be sound ; that It would be bad for business in gen(»ral. * * * 

"We want to draw clearly the difference between income and consump- 
tion taxes, because we think there is a vital difference which should be kept 
in nrind. If my memory serves me correctly, in 1919 seventy-three and a frac- 
tion per cent of the taxes were raised through income and excess-profits taxes 
■and about twenty-six and a fraction per cent through consumption taxes. 
We think that that proi)ortion is approximately correct as far as principle (3) 
that I have enunciated is concerned." 

(Page 308.) 

" Senator McCumber. You do not think that 73 per cent of the income and 
excess-profits taxes were, not finally paid by the ultimate consumer and is not 
finally a consumption tax? 

"Mr. McKenzie. I would like to answer that by asking you a question. 
You are asking that on the theory that all taxes are ultimately passed on to 
the consumer? 

" Senator McCumber. I am asking that because I want to find out if there 
is any tax that is levied against either an industry or an article. 

" Mr. McKenzie. Y'es ; there are such taxes : I believe that if you change 
the taxing basis from net income to a sales tax you have done what Presi- 
dent Harding in his message referre<i to when he said : * The country does not 
expect and will not approve a shifting of burdens/ that you will be shifting 
Tery largely the burden from those who are able to pay to tlie pockets of 
those w^ho are not able to pay. You will be relieving the banker, the broker, 
the great newspapers of part of their taxes and shifting them to other 
shoulders . These are the people who are urging the sales tax. * * *" 

(Page 310.) 

" Mr. McKenzie. We believe that this general sales tax is unsound in prin- 
ciple; that it is unsound economically; that it is unsound from a social stand- 
point; and it is governmentally inexpedient. * ♦ * 

" Senator McLean. Then you think the excess-profits tax has resulted in 
raising prices to the ultimate consumer? 

'* Mr. McKenzie. Not to the extent claimed for it. You are familiar with 
the statement attributed to the Department of Justice that the excess-profits 
tax added 23.2 per cent to the cost of living. I sent an investigator to the 
-department to see what basis there w^as for these figures and he reports that 
lie saw Mr. Reid, and that they have made a thorough investigation of their 
files and have not been able to run down any reference whatever to this per- 
centage. I would like to suggest that the committee thoroughly looked into 
this." 

(Page 311.) 

» 

" Senator McLean. The excess-profits tax can not legitimately be charged 
back to prices. * * * Nevertheless, I think the going was good and it was 
used as an excuse for raising prices. 

•* Mr. McKenzie. Most of themr did not need aViy excuse. They took all 
the trafl[ic would stand. 

" Senator McLean. Very likely you are correct about that, but as long as 
we maintain excess-profits taxes they will continue to use it as an excuse. 

" Mr. McKenzie. And they will continue to get all the traffic will bear if it is 
repealed. * * *" 

(Page 315.) 
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Mr. McKenzie. As a matter of fact, you gentlemen who are familiar with 
the French taxation system know that they have a sales tax over there, and 
that since it went into effect last July it has not produced half of the money that 
it was estimated to produce. ♦ * * j think the French are just as good tax 
<!ollectors as we are, and I think we would get about the same general propor- 
tion of taxes from the general sales tax as from the soda-water tax. 

" Senator Jones. W^here do you get those figures from with regard to the col- 
lection in France? 
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" Mr. McKenzie. Here are the figures that you asked for. That tax went 
into effect in July. For the months of July and August the estimated receipts 
were 700,000,000 francs. The actual receipts were 292,791,500 francs. For the 
month of September the estimates were 460,000,000 francs. The actual returns 
were 234,000,434 francs. For the- month of October the estimates were 460,- 
000,000 francs and the actual returns were 205,492,000 francs. For the mouth 
of February the estimates were 413,000,000 francs and the actual yield 151,- 
571,000 francs. That shows how the sales tax is being enforced in France. 
That information is issued by Dow, Jones & Co., of the Wall Street Journal, 
and, as I understand it, the figures were gotten by one of the very large bankers 
in New York. * * ,* " 

(Page 328.) 



" Senator Calder. I would like to get the people back to you if I could. 

" Mr. McKenzie. You can if you make farming profitable. 

" Senator Smoot. You referred to the Canadian taxation, and thought it was 
very much better than our taxation or proposed taxation. 

" Mr. McKenzie. You say I thought it was better? 

" Snator Smoot. Better than the proposed sales tax. 

" Mr. McKenzie. No ; you misunderstood me. What I said was that they had 
no retail sales taxes. They had abolished them all. 

* * * * * * * 

" Senator Simmons. If it should be decided to eliminate the excess-profits tax 
and to greatly reduce the surtax and the income tax, have you made any calcu- 
lation as to what the wealthy in this country will pay? * * * (Continuing, 
p. 329) : Have you made any calculation as to what amount would be left for 
the wealthy to pay? To my mind very little would be left. The bulk of the 
taxes raised in this country would then be paid as consumption taxes and there 
would be very little left. If you eliminate these two things, it would be raised 
through impositions that will have to be paid by the wealthy class. 

" Mr. McKenzie. If I get your question rightly, what I anticipate would hap- 
pen if those things should be done, instead of having 75 per cent of our taxes 
come from incomes and excess-profits taxes and 25 per cent come from consump- 
tion taxes, you would have about 75 per cent of the tax put on the comraoiL 
people and 25 per cent or less on the wealthy. 

** NATIONAL GRANGE ALSO OPPOSED TO A SALES TAX T. C. ATKESON, WASHINGTON 

REPRESENTATIVE OF THE NATIONAL GRANGE." 

(Page 242.) 
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The National Grange is opposed to a general sales tax in any form, and 
I am authorized to present its opposition by two resolutions which were adopted 
at its last annual meeting at Boston, Mass., in November, 1920, which resolutions 
were presented to the session, referred to the appropriate committee, thoroughly 
considered by such committee, reported back to the general body, and, after fuU 
consideration, adopted by unanimous vote. 

" The first resolution reads as follows : 

"'.The grange opposes the repeal of the excess-profits tax and the substitu- 
tion therefor of a tax on sales or any similar tax law.* 

" You will note that this resolution also opposes the repeal of the excess- 
profits tax, a subject which is also before this committee. 

" The second resolution was this : 

" ' The grange opposes a general sales tax because in effect it is a consump- 
tion tax and adds an imfair burden to all purchasers without reference to 
their ability to pay.' 

" These resolutions were not the only action of the National Grange on tbe 
subject of taxation at its last session. Its position upon the ever-present ques- 
tion of taxation is not a matter of recent consideration or sudden determination. 
The tax program of the National Orange has been before the annual sessions: 
of that body and before the various annual sessions and will show the develop- 
ment of a sane and constructive tax program based upon equity and fair dis- 
tribution of the tax burdens, having in mind that the first principle of taxation, 
should be justice between individuals and the second principle, distributiop 
according to ability to pay. * * * " 
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(Pago 243.) 

"Against this general sales tax in any and every form some of the largest 
and most representative organizations in the country are alignecL Among them 
will be found farmers generally. The National Grange declaration is typical 
of the general farmer opposition. Every other farmers* organization of which 
we have a record which has taken any action at all has dopted resolutions 
opposing this tax. All the agricultural newspapers are opposed to this tax. AU 
of the labor organizations are on record in opposition to it. Every organization 
of consumers of which I have any information is in opposition to it. One of the 
most representiftive, if not the most representative, research organizations rep- 
resenting the great national industries — I refer to the National Industrial Con- 
ference Board — ^after a thorough investigation, went on record in opposition to 
this tax. The Chamber of (Commerce the United States has conducted one 
referendum which resulted in a considerable majority against the sales tax, then 
tools up the matter at its recent convention in Atlantic City, where its tax 
committee could not justify a resolution in favor of the sales tax, but ordered 
another referendum. 

" If, in a democracy, legislation is supposed to be determined by the wishes 
of a majority of the individuals and not by a majority of the wealth, the above 
showing answers the question as to whether or not this Congress will pass gen- 
eral sales-tax legislation." 

(Page 351.) 

"FABMEBS* national council opposed to a sales tax — ^BENJAMIN C. MARSH, 
REPRESENTING THE PEOPLE'S RECONSTRUCTION 1JEAGJTE AND FARMERS' NATIONAL 
COUNCIL. 

"The Chairman. Whom do you represent, Mr. Marsh? 

" Mr. Marsh. I represent the People's reconstruction League and the Farmers' 
National Council. 

******* 

"The Chairman. How many members have you? 

•* Mr. Marsh. I can not tell you exactly. I know this, that there are upward 
of 3,000,000 members of the organizations whose officers or chief executives 
are members of the executive committee of the People's Reconstruction League. 

" The Chairman. Have you got a list of your membership? 

'* Mr. Marsh. We have a list of the organizations, and they know what mem- 
bership they have in each organization. * ♦ ♦ 

" The Chairman. I would be very glad to know how many you represent, 
and whether they are carried on the roll of membership, and just where your 
credentials are. Anyone can come in here with a fancy name of some league 
and claim they represent the earth. 

" Mr. Marsh. We make no such claims and no such pretensions. The officers 
and executive committee of the People's Reconstruction League are: President, 
Hon. Herbert F. Baker, president Farmers' National Council ; vice presidents, 
Wiir'am H. Johnston, president International Association of Machinists; C. C. 
Connolly, president Un'ted Farmers of America; Mrs Florence Kelley, general 
manager; Gcforge P. Hampton, managing director Farmers' National Council; 
treasurer, Jackson H. Ralston ; executive secretary, Benjamin C. Marsh, secre- 
tary Farmers' National Council. Executive committee : The officers and Warren 
S. Stone, grand chief Brotherhood of Locomotive Engineers; William Bouch, 
master Washington State Grange; E. H. Fitzgerald, grand president Brother- 
hood Railway and Steamship Clerks; E. F. Grable, grand president United 
Brotherhood Maintenance of Way Employees; Timothy Healy, president Inter- 
national Brotherhood Stationary Firemen and Oilers; J. W. Kline, president 
International Brotherhood Blacksmiths, Drop Forgers, and Helpers of America ; 
E. C. Lasater ; Arthur Le Sueur ; J. H. McGUl ; James P. Noonan, international 
president Brotherhood Electrical Workers; R. W. H. Stone, president North 
Carolina Farmers' Un'on ; L. E. Sheppard, president Order Railway Conductors ; 
Frank P. Walsh; T. C. Gashen, international president Switchmen's Union of 
North America; J. A. Franklin, international president International Brother- 
hood of Boiler Makers, Iron Shipbuilders, and Helpers of America ; John McPar- 
land, president International Typographical Union ; John A. Voll, president Glass 
Bottle Blowers' Association of United States and Canada ; Charles B. Stillman, 
president American Federation of Teachers. 

" We assert that there is no need for a sales tax or for any other tax upon 
consumption, and I shall quote the figures to show it. 
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" In 1918, the last year for which official figures are available, the net income 
of those subject to^the personal income tax was $15,924,639,399, of which, in 
round figures, $4,848,000,000 was income from property. Just over two-thirds of 
the total income from profits, or $3,259,000,000, was received by the 478,952 per- 
sons, each of whom had a net income of over $5,000. 

"Now, gentlemen, while you are considering any additional taxes upon the 
workers of the country — and mind you, there are several millions with de- 
pendents, and certainly 10 per cent of the population of America is either out of 
employment to-day or on part time — ^you are going to make them pay taxes by 
levying on their meager savings or upon what they borrow." 

" Now% what about the wealthy? Each of the 245 indivIduaJs -who received an 
income during 1918 of $500,000 or more had, on the average, an income of 
$399,359 left after paying his income tax in 1919, while the 3,013,816 families 
having an income of $1,0(X) to $3,000 had an average of only $1,926 left. In other 
words, the 245 persons who had an income of $500,000 and up to $50,000,000 or 
more therefore had left on the average two hundred and seven t^mes as much 
income apiece after paying their income tax last year as the 3,000,000 individuals 
and families who had incomes of $1,000 to $3,000. 

•' The 245 persons, each of whom had income in excess of $500,000 in 1918, 
received on the average an income from property of $1,038,816 plus on the 
average an income from * personal service and business ' of $285,637, a total 
average, without deductions, of $1,323,453. 

" WHAT AN INHERITANCE TAX WILL REACH. 

" I am going to quote from a representative Wall Street journal an article 
in the September 11, 1908, issue of Commerce and Finance, published then 
at 15 Wall Street by the Theodore H. Price Publishing Corporation. I read 
from an article on 'A national inheritance tax law,* by Mr. Richard Spillane. 
Mr. Spillane says that there are IX) American millionaires possessors of fortunes 
of $125,000,000 or more, with an estimated total wealth for these 10 of 
$2,500,000,000. He gives a total classification of 22,696 millionaires having, in 
1918, an estimated wealth of $68,056,250,000. He estimates at that time, and 
his paper did, the total wealth of America as $250,000,000,000. We now place 
it, and the Commerce and Finance does, at $500,000,000,000 instead of $250,- 
000,000,000, Mr. Spillane asked this question : ' Would a 40 per cent tax be 
excessive in the case of a $500,000,000 or $1,000,000,000 fortune? Not much. 
Money accumulates rapidly. A tax of 40 per cent would take $400,000,000 for 
the State and leave $600,000,000 for distribution among the heirs. It is 
reasonable to suppose that within five years the $600,000,000 would grow to 
$700,000,000 or $800,000,000. 

"Commenting on his statement that that wealth would increase from 
$600,000,000 to $800,000,000 in five -years, he says of this tax, * there is nothing 
confiscatory in that' 

" On the same basis which justified Commerce and Finance, which is a very 
careful publication, in estimating the wealth of these 23,000 millionaires in 
1918 at $68,000,000,000, we estimate their wealth to-day at approximately 
$156,000,000,000, or nearly ten times our net national debt and over 27 per 
cent of the national wealth. A heavy federal estate or personal tax would 
easily yield at least $20,000,000,000 within the next 10 years and from two 
and a half to three billion dollars a year for the next few years, and Congress 
should promptly enact an estate tax that would yield this amount. 

(Page 345.) 

" RAILWAY TEAINMEN OPPOSED TO A SALES TAX W. M. CLARK, REPRESENTING THE 

FOUR TRAIN-SERVICE ORGANIZATIONS. 

" Mr. Clark. Mr. Chairman, I am Mr. W. M. Clark and I represent the four 
train-service organizations. I have a very brief statement that I would like 
to submit to the committee and have it appear as a matter of record. It is 
very brief and perhaps it might be all right if I should make my statement 

first. 

"The Chairman. You reside here in Washington, do you, Mr. Clark? 

" Mr. Clark. I do not reside here, but I am stationed here, and have been for 
the last eight years. 

" The Chairman. What do you mean by being stationed here? 
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"Mr. Clabk. We have our offlceB here; that Ih, the representatives of the 
four train-ser\'ice ori^auizations, in connection with legislative work. We 
have had our offices here for nearly nine years. 
"The Chairman. What Is your position? 

"Mr. Clabk. I am vice president of the Order of Railway Conductors of 
America and national legislative representative. 

"The Chaibman. What about the Hrotherhood of Locomotive Firemen and 
Engineers? 

"Mr. Clabk. I am speaking for the four train-service organizations. 

"The Chaibman. You nray proceed now. 

"Mr. Clabk (reading): 

"•Mr. Chairman and gentlemen of the committee, in appearing before you 
to-day we do so as the representatives of the Brotherhood of Locomotive Engi- 
neers, Brotherhoo<l of Locomotive Firemen and Englnemen, Order of Railw^ay 
Conductors, and Brotherhood of Railroad Trainmen, whose membership con- 
sists of approximately 600,000 citizens of the United States. These members 
and their families are vitally interested in the question of taxation or any other 
question which may have a tendency to Increase their existing cost of living. 

" ' The question of the repeal of the excess-profits tax and the substitution 
therefor of a sales or turnover tax has been called to the attention of the mem- 
bership of the organizations we represent and an expression from them asked 
for, with the result that we find unanimous response from this membership 
being opposed to the repeal of the excess-profits tax and likewise unalterably 
opposed to the enactment of a sales or turnover tax law. 

" ' The working people or those dependent upon wages and sniall salaries, or, 
in fact, those with small incomes, are being put to a severe test to make ends 
meet, and, in fact, many of them are running behind and going in debt every 
day, and this, coupled with the serious unemployment situation, materially 
affects the general welfare of the great masses of our citizenship. Therefore this 
class of our people can not stand increased burdens brought about by increased 
taxation, wh'cli we believe will be the result of the enactment of a sales or 
turnove» tax law.* 

" Senator Smoot. Have you given this any siiecial attention yourself? 

*' Mr. Clark. I am somewhat familiar with it. Senator. 

" Senator Smoot. Can you tell me how it is going to increase the burdens? 

"^Ir. Clauk. Well, because it places additional taxes and burdens on the 
people who are the least able to pay. 

" Senator Smoot. You say that just as a matter of fact? 

" Mr. Clark. As a matter of conviction. 

" The Chairman. It is a very smooth phrase. 

" Senator Smoot. It is very nice, indeed ; but where the sales tax will impose 
a 1 per cent tax upon you people, the existing laws will impose 3 or 4, and, of 
course, you do not want that relief. 

" Mr. Clark. Well, Senator, I find that there is a vast difference of opinion 
on that subject. 

*'The Chairman. How much do you estimate the sales tax will bring Into 
the Treasury? 

" Mr. Clark. I have not figured that out to a definite concluson. You gentle- 
men who have figured it out are better able to speak on that point. 

" Senator Curtis. Those who have figured it out do not agree. 

" Mr. Clark. I have heard it said that lawyers do not agree at all times. 
However, that is not germane to the subject. 

" * We are satisfied that the very least that could be hoped to be accomplished 
by a 1 per c^nt sales or turnover tax would be about $8 per capita, and that, 
based on the average American family of five, would be a minimum of $40 per 
year ; and we are inclined to believe that this would be increased to probably 
the sum of $200 per year to each family, the whole burden being borne by the 
consumers or the great masses of the people, who are least able to pay these 
costs. 

" * With the constant agitation for a reduction in wages, cheap labor, the 
relief from taxation of * big business ' and large estates that is now permeat- 
ing our country, to add to this the further agitation for a sales or turnover tax, 
it seems that the great masses of American workingmen and their families 
are facing a most serious and far-reaching economic problem. This makes the 
masses of the people, which are the working men and women in industry and 
agriculture, believe that there is a constant, well-defined, and well-organized 
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effort on the part of the special interests or classes to escape the burdens of 
taxation and shift them to the masses of the people in order that they may add 
to and continue to enjoy their already amassed wealth and fortunes.* 

" The Chairman. That is a pure demogagic statement, in my opinion. 

" Mr. Clark. I have only a few more lines. 

" * This sows the seeds of discontent and leads the i)eople to believe that this 
Government is drifting rapidly to class legislation and class domination. 

" * The membership of these organisations is not seeking to evade the duties 
or responsibilities and is willing to meet its just obligations to its country and 
its institutions, but we are most earnestly opposed to further burdens being 
placed on the people for the benefit of the few and in order that the few or the 
privileged class may be permitted to live in luxury and escape their responsi- 
bilities. 

*' * In conclusion we desire to place the membership of these four engine, 
train, and yard service organizations squarely on record as being opposed to 
the repeal of the excess-profits tax and unalterably opposed to the enactment 
of any form of sales or turnover tax. We trust that your honorable com- 
mittee will not recommend any such plan nor that the Congress will en .c^ any 
such legislation. 

"*W. M. Clark, 
" 'Vice President and Xafional Legislative Representative ^ 

" 'Order of Railway Cotiduetors. 

" ' H. E. Wills, 
" 'Afinistant Grand Chief Engitieer and 

** 'Xational Legislative Representative, 
*' 'Brotherhood of Locomotive Engineers, 

" * P. J. McNamara, 
" 'Vice President and Xational Legislative Representative^ 

" 'Brotherhood of Locomotive Firemen and Engineers, 

" ' W. N. DOAK, 

" 'I'ice President and Xational Legislative Representative, 

" 'Brotherhood of Railway Trainmen.^ 

" The Chairman. Have these orders ever had a meeting and passed resolu- 
tions expressing the sentiments that you have embodied in this statement? 
. " Mr. Clark. They have met and come to the conclusions submitted herein^ 
and have come to the executives of these organizations outlining their position 
and attitude." 

(Page 360.) 

'•COMMITTEE OF MANUFACTURFRS AND MERCHANTS OPPOSED TO A SALES TAX — 
WALTER W. LIGGETT. CHICAGO, IIX., REPRESENTING THE COMMITTEE OF MANU- 
FACTURERS AND MERCHANTS OF CHICAGO. 

" ^Ir. Liggett. Mr. Chairman and gentleman of the committee, I want to 
make it particularly plain to you that in appearing here against the sales tax I 
do not api)ear as an individual. I am the authorized si>okesman of the Com- 
mittee of Manufacturers and ^lerchants of Chicago on Feileral Taxation and 
also of the Farmers* Fe<leral Tax League of America. 

** The Committee of Manufacturers and IMerchants on Federal Taxation, which 
has headquarters in Chicago, has a membership of more than 30,000 business 
men, representing some of the most solid and reputable firms in the United 
States. 

** The Farmers* Fe<leral Tax I^eague of America, of which Lieut. Gov. George 
F. Cummings, of Wisconsin, is president, also has a very representative mem- 
bership of practically all the agricultural States in the Union. ♦ * ♦ 

** • The "National Association of Credit Men, which is an organization which 
is fairly representative of American business and industry, has also taken 
strong ground against a sales tax. I submit as representative of the views of 
this orpinization the following statement by Mr. J. H. Trego, its executive 
secretary : 

"Why should spending rather than saving be taxed?** That is the question 
puzzling J. H. Trego, executive secretary of the National Association of Credit 
Men, Writing to the 33,000 manufacturers, wholesalers, and bankers composing 
the membership of the organization, ^Ir. Trego has the following to say regard- 
ing the proposed sales tax : 
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" * We have heard, advocates of the sales tax say that spending and not sav- 
ing should be taxed. Let us look a while and see whether this is a real com- 
mon-sense and fair statement. Inordinate spending and inordinate saving are 
equally bad. One is prodigal and the other is misery. If spending is necessary, 
if common-sense spending is imi)ortHnt to the commerce and industries of a 
people, why should spending rather than saving be taxed? It is not a fair 
proposition, in our opinion, and when you consider a man with a large family 
who must spend more than a man with a smaller family to impose a tax on 
sales is inequitable and unfair. It seems strange to us that so many good men 
have been gripped by the idea of a sales tax, especially a turnover tax, when 
on a careful analysis such a tax would be very unequal in its application and 
prove in years just as burdensome and uneconomic as the excess-protits tax.* 

•• It is perhaps significant that neither Mr. Houston, Secretary of the T-reas- 
ury under the Wilson administration, nor Mr. Mellon, Secretary of the Treasury 
of the Harding administration, are willing to recommend a sales tax. Dr. 
Thomas Sewall Adams, adviser of the Treasury Department of both administra- 
tions, has the following to say on the sales tax : 

" Our organization, the Committee of Manufacturers and Merchants on Fed- 
eral Taxation (Inc.), with headquarters at 1346 Altgeld Street, Chicago, which 
speaks for 30,()00 manufacturers, jobbers, and merchants and nearly 150 com- 
mercial organizations, have gone on record against the sales tax in the fol- 
lowing language: 

" ' What business men might seemingly gain in lower taxes under this plan 
they would much more than lose, not only in increased strikes and labor dis- 
turbances but in smaller profits due to the decreased trade that would follow. 
This is not mere theory ; it is a historic fact. Any tax that will raise the price 
to the consumer is bound to cut down the sales. Any tax that will increase the 
cost of living and reduce the purchasing power of the buyer is certain to re- 
strict demand, curtail commercial activity, and slow down production gener- 
ally. As this is written, word comes from Canada that the Government has 
now lifted the tax on numerous luxuries because the higher prices, resulting 
from the imposition of the tax, has practically cut off all demand and forced 
many luxury-making industries to the wall. Such has been the experience in 
all countries and in all times. It was the stagnation of business caused by a 
sales tax rigidly enforced that brought Spain in the Middle Ages from the 
pinnacle of prosperity to the depths of poverty, just as it was the stagnation 
of business, due to the heavy sales tax imposed in the Netherlands by the Duke 
of Alva that reduced that sturdy little nation to a howling wilderness. 

" * No matter how or when or where a tax on industry be levied, the effect is 
always to injure industry. Tax sales and you cut down the number of sales; 
tax imports and you shut out imports ; tax manufacturers and you check manu- 
facturing; tax impix>vements and you lessen improvements; tax commerce and 
you prevent exchange ; tax business and you drive it away.' 

" So, far as known every farmers' organization, including the Farm Bureau 
Federation, has gone on record against a sales tax. Organized albor is taking 
the same position, as it might naturally be expected it would. With fully 80 
per cent of the population in the country as represented by labor and by farmers 
opposed to the sales tax, and with business men sharply divided as to their 
attitude, it is not to be expected that Congressmen will be sympathetically in- 
clined toward a sales tax. 

•* Senator Smoot. If Mr. Samuel Gompers comes out for a sales tax you would 
favor it would you? 

'* Mr. Liggett. I beg your pardon ? 

" Senator Smoot. If Mr. Samuel Gompers announced his approval of a sales 
tax, you would be for it? 

♦* Mr. Liggett. No, sir ; certainly not. We have nothing to do with the opinion 
of Mr. Samuel Gompers. 

** Senator Smoot. If the Grangers were in favor of it, would you be in favor 
of it? 

" Mr. Liggett. Senator, I personally do not change my views upon such flimsy 
pretexts. I am nbw speaking for the association of merchants and manufac- 
turers 

•* Senator Smoot. You are calling attention to these parties being opposed 
to it ; but if they should change their opinion, that would not change your mind 
at all? 
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" Mr. Liggett. Not at all, Senator. Your are stating a hypothetical case and 
I am stating facts. 

" Senator Smoot. We will see about that before a month is over. 
" Mr. Liggett. All right. Thank you." 



(Page 404.) 

" organized labor opposed to a sales tax — ^EDWARD F. M'GRADY, WASHINGTON, 

D. C, REPRESENTING AMERICAN FEDERATION OF LABOR. 

• 

" Senator Watson. Mr. McGrady, will you kindly state your full name, your 
residence, and whom you represent? 

" Mr. McGrady. My name is Edward F. McGrady ; my residence, Washington, 
D. C. ; I am representing the American Federation of Labor. Mr. Chairman 
and members of the committee, Mr. Gompers was extremely anxious to appear 
before your committee to-day. but at the last minute he was called into a con- 
ference of national scope which will mean a great deal to labor in this country, 
and he felt that he had to be there. ♦ * ♦ 

" The executive council of the American Federation of Labor, which has just 
concluded a conference at Cincinnati, adopted a strong protest against the sales 
tax. This will be submitted to the American Federation of Labor convention, 
which meets in Denver in June. 

" In addition to this protest of the executive council, we have received in our 
office thousands of letters of protest from labor unions from every section of the 
country. The American Federation of Labor, therefore, is appealing to you lu 
behalf of the American worker. 

" Five millions of the now idle workers and many other millions whose wages 
have been reduced from 2i) to 60 per cent are now ^o ng to be called upon to 
assume that burden in the form of a sales tax. Big business, not satisfied in 
reducing the standards of living of the wage earners, is now attempting to shift 
the burden of war and the cost of government from its own shoulders to the 
backs of the wqrking men and women of the country. 

" The American worker to-day is toiling for a living wage. A living wage is 
nothing more than a horse gets — enough to eat and a place to sleep. This pro- 
posjil would be a tax upon his entire inadequate income, whereas the wealthy 
would pay out of their excess profits. 

"Again, there are many of the well-to-do who have very small or no families 
to support, while the i>oor people with large families, of three to six or more 
children, would be taxe<l for each and every mouth in their household. The 
more children in a family the larger the tax. 

" To be sure, the automobile dealer, the fur dealer, the diamond dealer, and 
other dealers in the luxuries of life want their taxes reduced, and in doing so 
they are willing to place extra taxes upon the necessities of life, such as food, 
fuel, clothing, etc. 

" Mr. Otto H. Kahji, in a report to the National Industrial Tax Conference, 
declared : 

" * Taxing a poor man's breakfast tablfe is a formidable slogan to run up 

against.* 

" But the sales tax is not only taxing the breakfast table, but his supper table 
and his dinner pail. The * full dinner pail * has elected many men to public 
office, but what will happen to the men or party who place a tax extraordinary 
upon a ' half -filled dinner pail '? 

"Senator Simmons. You are satisfied that that paper you read refiects the 
sentiments of Mr. Gompers? 

*' Mr. McGrady. I state that positively ; that that paper reflects Mr. Gompers's 
sentiments and those of the executive council of the American Federation of 

Labor. 

** Senator Dillingham. Does it also represent their understanding of the pro- 
visions of the bill that is under consideration? 

" Mr. McGrady. I should say so. 

" Senator Simmons. It has been said here that If we do not impose a sales 
tax under the system of taxation that will probably have to be adopted, the 
consumer would have to pay a heavier tax than if we impose the sales tax. 
What is your view about that? 

*' Mr. McGhady. I do not believe that is so, Senator. It seems rather peculiar 
to nie that if the big business men of this country are trying to get rid of the 
excess-profits tax, and, as has been said, if this sales tax is put into effect, the 
consumer will only be taxed one-third of what he is paying now, we would like 
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to know who is goin^ to pay the rest. If a sales tax is adopted and it is only 
pjoing to cost the consumer one-thinl of what he Is paying now and the big 
business men ai*e going to get rid of a lot of taxes that they want to get rid of, 
where is this money going to come from? Somebody has to pay it. 

The extracts from Senate hearings have been offered in order that a general 
understanding may be had of the character of protest against a sales tax 
which is voiced emphatically by the farmers and organized laborers of the 
country through their national organizations. Opinions of experts heretofore 
quoted have not been repeated, and arguments where cumulative have not been 
referred to, but one more witness, whose testimony takes 30 printed pages of 
the hearings, Is too important to omit. Probably no authority on taxation in this 
country or any other is more highly respected than Dr. Edwin R. A. Seligman, 
professor of political economy. Columbia University. His writings are accepted 
as unprejudicetl and thorough exiM)sitions of tax problems, and his time was 
unlimited before the c<mmiittee. His statement of experiments and failure of 
various forms of sales tax was so comprehensive that, without reference to 
other authorities already quoted, Dr. Seliguuiu's statement is a well-rounded 
and complete answer to ai-guments favoring a consumption tax. I quote briefly 
as follows (p. 457) : 

** SALKS TAX OPPOSKn BY HIGHKST AUTHOKITY. 

" Prof. Seligman. I am here, Mr. Chairman, at the invitation of several of 
the Senators, including Mr. La FoUette and Mr. ^IcLean. who have asked me 
to say something about the sales tax and kindred matters. I am especially 
sori-j- that Senator McLean is not here to-day. He wanted to hear something 
about the incidence of the sal^s tax as compared to that of the excess-protits 
tax. 

'* Senator La FoTX>nTE. Will you take up first, Prof. Seligman, the sales tax 
and go to the other matters in order? 

*• The Chaibman. You may proceed in your own way. Professor, to state 
your views on the sales tax, and after that on any other phases of the revenue 
revision that you desire to discuss. 

" Prof. Setjgman. Thank you, sir. So far as the history of the sales tax is 
concerned, there is a great misconception about that in this country. There 
have been many examples of taxes on the sale of particular commodities, but 
with few exceptions there have been only sporadic efforts made in any country 
or at any time to levy a tax on all sales in general; and whenever a general 
tax on sales has been attempted it has met with resistance and consequently 
with little success. ♦ * * 

" I said that the objections to the sales tax, in my opinion, were in part 
administrative and in part fiscal. I now want to add that the tax also sins 
against the cardinal principle of equality of taxation. 

** I do not object to all taxes on consumption, for I l>elieve that every well- 
balanced system of taxation should include indirect as well as direct taxes. 
But there is consumption and consumption. There are articles of luxurious 
consumption; there are articles of convenient consumption; there are articles 
of necessary consumption. Most of the sales taxes, with a few exceptions, that 
we have in this country to-day and which are found in other Anglo-Saxon 
countries as well, are taxes on the sale — and sometimes the production — of 
articles of luxurious consumption or of the widespread consumption of what 
can not be called really necessaries. Take as examples tobacco and whisky 
before the present dispensation, because they partake partly of wide use, atid 
yet partly of a system of consumption which perhaps it is desirable to diminish. 
But when you come to a general sales tax you are dealing w^ith a tax on neces- 
saries, inasmuch as the great mass of sales 'are sales of necessaries. Naturally 
so, since the great majority of the people are in modest circumstances; the great 
mass of commodities sold consists of articles used by the people in modest 
circumstances. Therefore, as the French writers in the Middle Ages pointed 
out, general sales tax is a sort of upside-down income tax. Instead of taxing 
the man with a higher income a little more, or much more, as we do, you tax 
the man with the smaller income not only relatively as much, but relatively 
more. It is this instinctive reaction of the common man to the proposal of a 
sales tax which is responsible for the opposition to it manifested from the time 
of the Romans under Tiberius all the way through the Middle Ages, when the 
riots took place, down to modern times, as in this very country, where the 
laboring classes are now up in arms tigainst it. 
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" Senator Simmons. Prof. Seligman, nearly all the witnesses in advocacy 
of the repeal of the excess-profits tax who have been examined here have de- 
clared that that part of the income which would have to be paid as taxes was 
carried to overhead and passed on to the consumer, and in that way became 
indirect and a consumption tax. 

" Prof Seligman. I do not agree with that, Senator. 

" Senator Simmons. You have not classified it as a consumption tax? 

" Prof. Seligman. No, sir. 

" But while a tax on particular profits can be shifted to the consumer, a gen- 
eral tax on all profits can not be shifted under normal conditions. Profits are a 
result of price and not a condition of price. What I mean Is that at any given 
time in an ordinary industry there are all sorts of costs. Some producers make 
immense profits ; some less fortunate individuals make less profits, and some do 
not make any at all. 

4t * ♦ * afc 4c * 

" I should say that I do not think we ought to go any further than stamps, 
tobacco, and gasoline, because as soon as you do go further you are in danger 
of trenching upon necessities. 

" There is a question in my *mind, sjr, as to sugar. In England they tax 
sugar, even with their desire not to burden the poor man. So far as sugar 
may be considered a convenience rather than a necessity, it partakes of the 
characteristics of these concentrated commodities r a very small tax on sugar 
would bring in a revenue of a hundred and fifty or two hundred millions. I am 
a little doubtful about it, however, because in this country the average man 
has become so accustomed to use sugar that it may almost be considered a 
necessary. 

** ON inheritance taxes. 

" In England they get far more revenue from their ' death duties ' with half 
as much wealth as we possess. If we were to have the rates that are api)lied in 
England, not to speak of those that are found in Italy or France or Germany, 
we could easily get another .$100,000,000 or $200,000,000. We could then divide 
and apportion the yield, say, fifty or more millions among the States, and could 
thus avoid this intolerable double taxation. 

" Senator Watson. You mean by that that the States are to refrain from 
taxing inheritances altogether, the whole tax to be a Federal tax and a portion 
of it distributed among the States? 

" Prof. Seligman. Yes. sir. We can take a leaf out of the book of German 
experience. I tliink we can learn something there — although of late it has been 
a popular belief that nothing good can come from Germany, The fiscal strain 
has been so great there that they have devise<l all sorts of new methods. One 
of the interesting things they have done very recently has been to nationalize 
the inheritance tax and to provide that a part should go to the separate States 
in ac<»ordance with definite provisions to avoid double taxation. 

" Senator La Follette. How would you apportion it among the States? 

" Prof. Seligman. Tliat brings up a very interesting problem, Senator. I 
should apportion it as nearly as possible in accordance with what I should call 
relative economic interests— that is to say, if a man dies and a portion of his 
estate tax is distributed by the Federal Government, the tax ought to go in part 
to the State where the real property is situated. Furthermore, if the estate con- 
sists of railway bonds or stocks, I should say that a part of it ought to go to the 
State where the railway is situated on which those bonds and stocks are is- 

sued " 

Dr. Sel gman submitted with his testimony a brief, from which is briefly 

quoted : 

'• fbencii sai^s tax has a disastrous business effect— disappointing in its 

RESULTS AND REPEAL CONSIDERED ALMOST CERTAIN — PASSED ON TO CONSUMER- 
BUYERS STRUCK AND RECEIPTS FELL TO THIRD OF GOVERNMENT ESTIMATES. 

" [Special cable to the New York Herald. Copyright, 1921, by the New York Herald.] 

" New York Herald Bureau, 

" Paris, May 28. 

" France being one of the two countries which has experimented with a sales 
tax such as has been under discussion in the United States, the American people 
might be interested to know the result of the French experience in this coiinei- 
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tion. The tax has worke<l badly here, according: to both the Government and the 
man who pays the tax, but liow much this Is due to the inefficiency of the 
French tax machinery, which Is notorious, is a question. 

•' ' Tlie French sales tax has sliown itself as exerting a disastrous and paralyz- 
ing: effect on business generally, and it is only a question of time until it will 
have to be superseded by a more rational method of raising money, such as an 
increased levy on salaries and other income/ 

*• This statement was made to a correspondent of the New York Herald to-day 
by Guillaume de Tarde, State cH>un8ellor and adviser to I.ucian Dior, minister of 
commerce. M. de Tarde is considere<l one of the best tax experts in France. 

"We have therefore only two alternatives- to raise the needed half billion 
by a tax on wealth or by a tax on consumption. A tax on wealth would mean 
some modification of the corporation tax ; a tax on consumption implies the sales 
tax. The important point to be remembered here is that we are not comparing 
the sales tax with the tax on exces« profits. The problem is to find a sub.stitute 
for the excess-profits tax ; the comparison must be between the suggested sub- 
stitutes; not between the original and a paricular substitute. For every one 
will concede that either substitute is preferable to the original. It is accordingly 
not a question as between the sales tax and the excess-profits tax, but between 
the sales tax and the additional tax on corporate profits. 

"the sales tax. 

" When this comparison is made, it is clear that both the administrative and 
the equitable considerations tell against the sales tax. Without repeating here 
the arguments that have been frequently advanced as to what is precisely meant 
by a sales tax (for the term covers a multitude of sins), there can be little 
qustlon but that on purely administrative grounds the extension of the present 
corporate income tax from 10 to abbiit 15 per cent is a far simpler proposition 
than to create the entirely new admini.<;trative machinery which would be needed 
to deal with all the complexities of the proposed sales tax. But on the second 
count, that of equality, the conclusion must be similar. Without entering upon 
the disputed question of what actually occurred In the excess-profits tax, it is 
scarcely open to doubt that a a fiat tax on corpora e profits is not susceptible of 
being shifted in the same sense that a tax on sales can be shifted. The inci- 
dence of the profits tax is on wealth, that of the sales tax is on consumption. 

" THE PRESENT BALANCE. 

" lender our present system, as we have seen, well-nigh three-quarters of the 
Federal tax revenue comes from wealth and a little more than one-quarter from 
consumption. Under the new proposed dispensation of the sales tax, the only 
taxes on wealth will be the income tax, yielding about one thousand nine hun- 
dred millions, and the estate tax of about one hundred thirty millions, or a total 
of about two billions. That is to say, even if the expenditures can be held 
down to the contemplated figures, about one-half of the entire Federal tax bur- 
den will fall upon consumption; and in the not improbable event that the ex- 
pend'tures will go above the estimated figures, the burden on consumption will 
be still greater. 

"the tax on const'mption. 

" It is unnecessary here to repeat the arguments why in democratic coun- 
tries like Great Britain and the United States it has always been the endeavor 
to burden wealth rather than consumption except when, as in the case of our 
tariff, the tax on consumption is supposed to react favorably on the national 
dividend by increasing production, for not only is it undesirable in times of 
peace to check consumption, which is the very corner stone of all economic 
progress, but It is also true that In a community where the mass of the people 
must consimie all their income, whereas the wealthier classes consume a con- 
tinually diminishing proportion of theirs, a tax on consumption is an inverted 
or upside-down graduated tax on w^ealth. The sales tax is for this reason an 
antidemocratic measure. It has always been an outstanding feature of the less 
democratic Latin-American civilizations as over against the Anglo-Saxon Com- 
monwealths. It is characteristic to-day of France, of Mexico, and some of the 
South American Ilepubllcs, as it was characteristic in the Middle Ages of en- 
tirely undemocratic countries.' 
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THAT 2:J per CEXT EXCESS-PROFITS TAX ** JI'DICIATXY DETERMINED." 

It has been a frequent arj?innent offered by sales-tax advocates that all taxes, 
whether certain or indefinite in amount, are eventually paid by the consumer, 
irrespective of comparative business ability, efficiency, or comi^etitlon between 
sellers, and that an average increase in price- of 23 per c*ent. according to the 
I>epartment of Justice, occurred throug:h the excess-profits tax. Increased 
prices frequently reache<l 230 per cent and over, but had no relation to the tax. 
according: to exiierts. 

I offer the best evidence of unreliability of any such statement in the following 
letter received from Assistant to the Attorney General Guy D. Goff. Ten 
thousand experts could not furnish any correct estimate of the amount of excess 
l)rofits realized or the tax to be imposed in extra charges. This letter explains 
itself : 

Department of Justice, 
W(ishingto7i, D. C, May i.^, 1921. 
Hon. James A. Frear, 

HoHfiC of ReprcHentatives. Washington, D. C. 

My Dear Mr. Concressman : Replying to your letter of ^lay 30, 1921, in which 
you re<piest a copy of any statement made by this department in regard to the 
effect of the excess-profits tax upon the cost of living, I have to advise you that 
after a thorough search of the files and records of the department, I have been 
unable to trace the report in question. I am, however, having a further search 
made and have written to former officials of the department requesting that 
they furnish me with Information which you require. I shall be very glad to 
give you any data that is available upon this subject if any such shall come to 
light in the near future. 

I may say that I have been in touch with the .statistical bureaus of the various 
departments of the Government in this city, but have not succeeded in securins: 
any data whatsoever upon the subject of the effet?t of this tax on the cost of 
living. 

Guy D. Goff, 
AHsistant to the Attorney General. 

The committee has been referred to the Canadian tax as an evidence of th«^ 
ease with, which the money could be raised and the effect of a painless tax. 
I will not discuss tlie question beyond submitting letters from various labor and 
agricultural organizations that si)eak for themselves in regard to this Canadian 
tax, written from the point of the consumers. Prices in Canada which include 
the tax are nnich higher than in this country, while in France, where a turn- 
over tax is in force, prices are more than double ours on 'the average, or 387 per 
cent higher than before the war. 

From a number of letters I submit the following that indicates what the 
consumer thinks of the Canadian tax : 

St. John Trade and Labor Council, 
t^t. John, Neir Brunfitnck, December 12, 1921. 

* * * Yours of the 3d received inquiring about the sales tax in force in 
Canada. * * * Briefly, the way the tax works is that each time an article 
is turned over or sold this tax is collected, and in these days of manufacturers, 
jobbers, wholesalers, retailers, and other middlemen it is easily seen where tlio 
tax lands us by tlie time the article reaches the consumer, for each time the 
article is sold the tax is collected, and, of course, adde<l to the next selling price, 
and a small tax of 1 or H P^r cent easily mounts up to possibly 10_per cent or 
nioi*e in some cases. 

Geo. R. Melvin, Secretary. 

A 8EVEIIE TAX ON THE WAGE BABNEB. 

Hamilton District Trades and Labor Council, 

Hamilton, Ontario, December 26, 1921. 

♦ ♦ ♦ Re sales tax in Canada and its effects upon the wage earners, can 
only say that this tax falls with peculiar severity upon the wage earner. It is 
very much like a tariff, minus the protective benefits. It is passed on to the 
consumer in every instance; and as the working classes on a whole are the 
greatest consumers, they of necessity pay the greater share of the tax. 
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This, liowever. is in strict accord witli true capitalistic economics and adminis- 
tration. Tliey are nternly opi>ose<l to all forms of direct taxation, wiilch would 
mean that tliose wlio own approximately 85 \\er cent of the wealth of tlie coun- 
try would pay tlie'r ji^st share of th(» taxes. This, of course, would never do. 
Hence the sales tax. Triistinj: that this information Is answering your query, 

[SEAL.] H. (t. Fostkh, Gennvl Secretary. 

Again I quote from another letter: 

TonoxTO District Labor Council, 

Toronto, December IS, W21. 

This tax was imiH)seil to .supersede (he surplus-profits tax which was in oiwra- 
tion during the later stages of the war. 

While organize*! wage earners liave not given any official expression regard- 
ing the sales tax, the general discussions on the political situation during the 
last few weeks leave no douht as to their opinhm. This system of taxation was 
soundly condennied by every si)eaker in any way connected with the labor 
movement, officially or otherwise. 

My information leads me to believe that the tax is impose<l on the manufac- 
turers' output, the increased cost being passed on to the dealers, and eventually 
the consumers pay the tax in increased prices. Unlike the income tax and busi- 
ness tax, which recognize more or less the principle of " ability to pay," the 
sales tax applies to consumers in the purchase of commodities; and if the 
consumer can not pay the increased price by reason of the tax, he goes without 
the goods. This sales tax largely applies to the necessaries of life, hence you 
will readily understand why organ izetl workers oppose such methods of taxation 
when surplus profits are untouched. I am further of the opinion that the great 
majority of our people are unaware of what this sales tax really means*; they 
pay the increased price without knowledge of the amount, no mention being made 
concerning the tax, to put the whole matter shortly — legally flimfiammed. 
Yours, truly, 

James Watt, Secretary. 

LEGAL FLIMFLAM MING. 

" Legal flimflamming " is a name with which to entitle the proposed sales tax 
here. If Its passage results in a political turnover like that experienced by 
Canada a few weeks ago, it will evidence a well-grounded, universal prejudice 
against flimflam games. 

One other brief statement I quote from a communication dated Ottawa, De- 
cember 2, that is more of a r^sumC* of the tax than is covered by other cor- 
respondence. It says: 

Ottawa, Ontario, December 2. 

Ottawa this week received, entertained, and introduced to the intricacies of 
its sales tax act a party comprising 47 Members of Congress, representing 30 
different States, railway men, newspaper men, and others. They came as the 
guests of Mr. William Randolph Hearst, with Hon. Lester D. Volk, of New 
York, as head. * ♦ * But while the members of the party studied the sales 
tax act from a variety of angles, your correspondent ventures the assertion that 
they did not receive nor consider facts with i-efereuce to its application to the 
consumer. 

I do not believe that in their examination of Government statistics they found 
that a man with a wife and one child in Canada pays $18.66 every year as a result 
of this form of taxation : that a man with a wife and two children pays $24.88 ; 
that families of varying sizes pay on the follow^ing basis: 

Man, wife, and three children $31. 10 

Man, wife, and four children , 37.32 

Man, wife, and five children 43. 54 

Man, wife, and six children 49. 76 

Man, wife, and seven children 55. 98 

Man, wife, and eight children 62. 20 

In other words, the sales tax in Canada adds to the living expenses of a 
family of 10, $5 a month. Families of this size may be ** unfashionable,'' but 
those who are not particularly stylish feel it to the extent as it applies, as illus- 
trated above. Bachelors are lucky I 
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These figures are based upon ofliicial statements. Sales-tax collections for the 
12 months ended October last amounted to $52,870,000, while our population is 
approximately 8,500,000. This means a per capita tax of $6.22 for every man, 
woman, and child in Canada yearly. 

The following table strikingly illustrates what income and sales tax combined 
mean to a Canadian, as compared with a citizen of the United States : 



Canada, 

Income (family of 4) $2,500.00 

Income tax 4.00 

Sales tax 24.88 

Total 28. 88 



United States, 

Income (family of 4) $2,500.00 

Income tax 8.00 

Total 8. 00 



The sales tax in Canada is, above all else, a tax on consumers. The more you 
buy the more you pay. It is paid, in the majority of cases, not on one able to 
pay but in proportiton as one must buy things. With a person of means it is 
entirely optional whether he buys exiiensive furniture, limousine, etc., but in 
buying articles of ordinary consumption the average person has no choice. We 
must buy to live, to exist, and as we buy we pay. 

The sales tax increases the cost of living. There can be no doubt about it. 
In Canada it is not a tax on luxuries, it is a tax on everything, and we must 
have necessities before we have luxuries. 

CANADIAN TAX AND THE FARMER. 



In this country it can be safely said that organized labor and organized agri- 
cultural societies are overwhelmingly opposed to a sales tax, as I have shown 
by reputable witnesses. In Canada the organizations are not so closely formed, 
but from the foregoing it may well be deduced that labor in Canada is against a 
sales tax. It could not be otherwise. Agricultural interests in Canada are 
not for a sales tax. 

The Winnipeg Grain Growers' Guide put it that a sales tax " is immensely 
pleasing to those who had to pay the excess-profits and income tax and who 
care little where the burden of taxation falls as long as it doesn't fall on them." 

It says : 

" The people want justice in taxation before convenience, and there is precious 
little justice in this proposed tax on sales." 

Admitting that the sales tax i^ finding great favor with financial interests 
across the border, it adds : 

'* To those who are not unacquainted with the ways of financial interests. 
the mere fact that the proposition emanates from their councils is enough to 
provoke suspicion, and when it is afl[lrmed that the tax is * passed along in 
small fractions and is finally paid by the consumer, practically without his 
knowledge, and the additions are so trifling as not materially to affect prices,' 
that such a tax would raise more revenue than the country actually needs, and 
that its adoption would lead to repeal of the excess-profits tax and the income 
tax, one begins to detect the * nigger in the woodpile.' It takes a wizard of 
finance to maintain that some $500,000,000 a year can be painlessly extracted 
from the people of Canada." 

The railways tried to work such a proposition, the Grain Growers' Guidt^ 
continues, in connection with the increase in freight rates, but " nobody believed 
them," nor will anybody " accept this idea of a painless system of taxation/' 
and we read: 

" The tax, it is said, will be passed on to the consumer. A farmer takes a 
load of wheat to an elevator and sells it? He must pay a tax of 1 per cent 
on the sale. Every time the wheat changes hands it pays a tax of 1 per cent, 
so that when it reaches the ultimate consumer the tax is really about 6 per 
cent. The bulk of the wheat raised in this country is exported; that is, the 
ultimate consumer resides in a foreign country. Do the advocates of this tax 
really and seriously contend that we can make the foreigner pay the tax? 
They know quite well that such a tax could not be passed on, and that when 
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the farmer paid the first 1 per cent he paid it by deducting it from the price 
he received for the wlieat. He could not pass on tlie tax ; it would be paid by 
iiim and by no one else." 

THE CANADIAN TAX SHI1>TS WAB TAXES FBOM ** WKLL-TO-DO TO THE MASS OF THE 

PEOPLE." 



In a news article dated June 27, 1921, a writer hns the following to say 
under the caption " Canadian farmers fight the sales tax " : 

" The agrarian group In the Canadian Parliament, which represents both the 
organized farmers and labor, and \Vhlch has a very large following throughout 
the country, is opposed to the sales tax as it is now being levied In Canada. 
Owing to the fact that the very lieavy war expenditure had rendered it neces- 
sary to impose heavy taxation, there was a strong disposition on the part of 
all classes to give this method of taxation a fair trial, for it was felt that all 
should bear a fair share of the burden. But in its latest application the tax, 
instead of spreading taxation over all classes in proportion to their ability to 
pay is now being made the means whereby the war taxes are being shifted 
from the backs of the well-to-do to the backs of the mass of the people. 

"Being, for the most part, strong supporters of the principles of direct, as 
opposed to indirect, taxation, there was also a disposition on the part of the 
leaders of the farmer group to give the sales tax a fair trial on the ground 
that the collections would go directly to the Government; but last year*s tax 
of 1 per cent bias this year been increased so that in the aggregate it undoubt- 
edly amounts to more like a straight tax of 2 per cent, for in addition to a 
50 per cent increase on general sales there has been introduced a tax of 1 
per cent additional on imports, so that the sales tax has really been used as a 
lever to raise the tariff. 

'* To some of the best informed of the agricultural leaders the sales tax never 
did look good, for it was manifestly a consumption tax, and this tax' always 
weighs most heavily upon the great mass of the people. They contended that 
it would place an additional obstacle in the way of trade at a time when ever^y 
effort should be made to remove such obstacles. Besides, it looked too much 
like an attempt to place taxation on the wrong spot. The very quarter from 
which the sales tax proposals came made them suspicious. 

"puts burden on LEAST ABLE TO PAY. 

" These views have been more than confirmed by the experience of the past 
year. To-day the Canadian sales tax stands clearly revealed as an attempt 
to lift the burden from the backs of the wealthy and to place it on those who 
are not nearly as able to pay. Besides, not satisfied with a 1 per cent measure, 
which advocates of the tax generally have insisted would be more than sufficient 
to raise the large revenues required, an almost double dose has now been ad- 
ministered. 

" Canada's experience with this tax has shown beyond all shadow of a doubt 
that even as a revenue producer it is a much overrated measure. During the 11 
months up to April 30 that it has been in operation, it produced $40,000,000 
in revenue, but during the last six months of this time the collections fell from 
a little over $5,000,000 a month to less than $2,900,000. Indeed, at the time 
that the changes were made in the tax it was only bringing in about $2,500,000 
a month. One can just imagine how far that would go toward meeting an 
expenditure of nearly $600,000,000 a year in Canada. 

"The failure of this tax as a revenue producer is a feature that concerns 
the financier, the business man, the farmer, and laborer. It is absolutely neces- 
sary that any measure of taxation adopted should bring in the money. If it 
does not do this, then, even4f it has other features that would recommend it, 
it should be ruled out." 

Calling attention to what are claimed to be erroneous statements of Jules 
Bache, of New York, a sales tax exponent, this writer, W. G. Cates, says : 

" It would be well for the American public to understand that nothing like 
this has happened in Canada. When the sales tax was introduced last year 
not only was the income tax not reduced but the exemptions on it were not 
extended. On the contrary, the tax on incomes of $5,000 was somewhat in- 
creased. This year, when the tax was very considerably increased, there was 
not the slightest change made in the income tax. If the claims made respecting 
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this tax were valid, then what has been promised by its advocates in the United 
States slioukl have taken place in Canada. It has worked out that the average 
Canadian not only pays all the income taxes lie ever did but a new tax, tiiat on 
sales." 

On the subject of higher prices and other objectionable features of the 
Canadian tax this writer says : 

" It is being found out in Canada that the sales tax is open to grave objection 
on the ground that it increases the cost of living in that it retards the down- 
ward movement 'of the prices of manufactured articles, which have not fallen 
as much as have those of other protlucts. It is true that in Canada the products 
that the farmer sells himself are not taxed, but the articles he has to buy are, 
and in some cases this is becoming a very serious matter. The consumer may 
well beware of the carefully worked out examples showing that the sales tax 
will never increase the cost of an article by more than 3^ per cent. This may 
be true in so far as the wliolesale trade is concerned, but it is far from being 
true of the retail trade. AA'hat ordinary storekeeper figures out to the tenth 
part of a cent a 1 or a 2 per cent tax on an article, or what his profit on it 
should be? It invariably follows that the consumer not only pays the tax but a 
little more. 

••As a general observation, let the consumer beware of the sales tax. It will 
not do him any good nor is it intended by those who advocate it that it should. 
If the consumer did not pay, there would be little heard of it in quarters where 
it is most strongly advocated. Th's is well known in Canada. 

••The one thing to be most feared about the sales tax is that it will not stop 
at 1 per cent. Canada has demonstrated this beyond a shadow of doubt. Last 
year it was a tax of 1 per cent on the sales of manufacturers and producers to 
the wholesalers and jobbers, or 2 per cent if the sale \tas made direct to the 
retailer. This year the tax in the first case has been increased to li per cent 
and to 3 per cent in the other. But this is not all. On top of this is another 
tax of 1 per cent on imports, so that in the case of sales of domestic goods the 
consumer pays at least 3 per cent, which is increased by li per cent every time 
the article changes hands, while the consumer pays at least 4 per cent on im- 
ported goods. In the matter of automobile tires the materials for which are im- 
ported, it is quite probable that the purchaser will pay at least 8 per cent more. 

" The imposition of a 1 per cent tax on imports will also increase the price of 
most home-produced articles to this extent. That is to say, those who produce 
or sell them will take advantage of the increase in the tariff to raise ther own 
prices. This means another charge on the consumer. 

" Last year in Canada there was quite a long list of articles on which the 
sales tax was not collected. There is still an exemption Ist, but it is not nearly 
as long as it was. Last year tea and coffee were not taxed ; this year they are, 
and, being imported, the tax is at least 4 per cent to the consumer. Canned 
goods were not taxed last year ; this year they are ; and so one might go on down 
the list. All this makes the cost of living higher. Take lumber. It was orgi- 
nally proposed to collect the same tax on it that other products bear, but when 
it was pointed out that a 3 per cent tax on domestic lumber would mean quite 
an extra increase in the cost of building, and that a 4 per cent tax would mean 
a great deal more, it was deeded to fix the tax at 2 and 3 per cent, respectively. 

I call attention to the article in the Annalist, page 846 in the Cougressionnl 
Reconl, January 3, 1922, which I am not quoting because of its length. It. 
however, refers to the same Canadian sales tax and declares it to be a danger- 
ous political issue. The following letters from Mr. McKenzie and President 
Howard, of the American Farm Bureau Federation, are also appended and 
give their own explanation of the way the Canadian sales tax is regardeil m 
this country. In this connection I believe it would be well to append tlie 
result of the Canadian election in order that its effect may be made a i)art 
of the record. The letter follows : 

American Farm Bureau Federation, * 

Chicago, III, December 27, 192t. 

Hon. James A. Frear, ^ 

House Office Building, Washington, D. C: 
Replying to your letter of December 23. The American Farm Bureau Fed- 
eration is unalterably opposed to any general sales or turnover tax, a manu- 
facturer's tax, or any means of shifting the bulk of the taxes from income to 
consumption taxes. 
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The more the matter is agitated and the better the peoule come *o understand 
what is involved the more determined they- become in their opposition, and 
this policy, if persisted in, will surely bring calamity to its advocates. 

It takes from the farmer, the laborer, and all those below the income-tax 
level a part of their living, and the bulk of the tax would necessarily come out 
of the necessaries of life — food, fuel, shelter, and clothing. 

It is an effort to shift to the 90,000,000 people below the income-tax level the 
burden of the war taxes ; it would absorb a considerable part of what buying 
power they now have, and thus sink us still deeper in the slough from which 
we ai-e trying to extricate ourselves. 

It would stir up such a social ferment as we have never had in this country, 
and is both socially unjust and economically unsound. 

It is opposed by all the agricultural interests of the country as well as by 
orpinized labor. Political madness lies that way. 
Yours, truly, 

H. C. McKenzie, Tax Representative. 

The following letter from President Howard is equally positive in statement : 

American Fabm Bubeau Federation, 

Chicago, III., December 28, 1921. 
Hon. James A. Fbeab, 

House of Represetitatives, Washinffton, D. C. 

Dear Mb. Fbeab: * ♦ ♦ We believe that taxes should be levied accord- 
ing to the measure or ability of the individual to meet them, and are particu- 
larly opposed to the so called sales tax or turnover tax. Its enactment would 
place an undue burden upon the farmers of the country, due to the fact that 
their income both on labor and invested capital is, and always has been, below 
that of any other class of our people, while at the same time we are of necessity * 
very large consumers not only of food and clothing but of steel and iron prod- 
ucts, building materials, etc. The sales tax would add to the costs of all these 
things, which burden would be strenuously opposed by all farmers. Not only 
that, such a tax would react on industry by further curtailing the farmers' 
purchases, and industry is already sufTering from that very cause. * * * * 
Very truly, yours, 

J. R. Howard, President. 

CANADA " KNOWS IT PAYS THE TAX " — THE TAX SHIFTERS SHIFTED. 

No one thing alone turned the tide of elections in Canada where the Conserva- 
tives were swept into the scrap heap a few days ago. No one thing decides any 
election ordinarily. A culmination of things for which the Conservatives stood 
caused their overwhelming defeat. A high protective tariff, repeal of an excess- 
profits tax, just in principle, and enactment of an unjust sales tax were among 
recent Conservative "accomplishments." 

Letters of denunciation and Canadian press items quoted from widely different 
points in Canada afford their own explanation of causes. Protestants across the 
border or in this country against a sales tax presumably are as intelligent and 
of far broader vision and wisdom than any legislative Moses now guided by the 
Otto Kahns, Baches, Rothschilds, and Goldsmiths who in the first exodus may 
tind a parallel for the extended plgrimage into an economic and political wilder- 
ness that lies before us. 

The Canadian election of December 6, 1921, resulted in Liberals, 117; Pro- 
gressives, 65; Conservatives, 51. Prior to the election the Parliament stood — 
Conservatives, 120; Liberals, 84; Progressives, 14. A reversal of power from 
120 to 98 held by Conservatives to 177 to 65 under the new Liberal-Progressive 
government should not be lost on the American Congress which has repealed the 
excess-profits tax and now faces a high protection act and obnoxious sales tax 
that must all, if passed, be indorsed or repudiated at the 1922 elections. 

It is also a matter of record that the French turnover sales tax fell to 43 
per cent of estimates, due to underconsumption because of high prices, while 
the Canadian mantifacturers' tax fell to 57 per cent of estimates, attributed to 
the same cause of underconsumption, indicating it is an uncertain and unreliable 
method of taxation aside from its unjust method of collection. 

I quote from recent statements of witnesses on the same subject — 

" Mr. Seligman. It is true. I assume, that the general principle.*? governing 
democratic taxation in this country would continue and that no democratic 
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country would intend to pass or for a moment consider a tax on consumption, 
because it is only in time of war that there is any need for the restriction of 
consumption, whereas in time of peace you want to increase consumption tliat 
you can increase production and industry and prosperity." 

(Hearing, Jan. 10, 1922, p. 22. II. C. Leffingwell.) 

" Mr. Leffingwell. The economic and social objection to a sales tax or to any 
indirect tax is that it hits the man who has to consume the things that his in- 
come will buy, because liis income is so small and his family so big — out of all 
proportion to his income — so that the tax is much heavier on him than it is 
on the man who has a great big income and has to spend a very negligible 
proportion to meet his tax. 

" I believe that the sound principles of taxation are going to come to be 
recognized by all parties, because they go to the root of social content, and 
whether we are Republicans or Democrats, and whatever our school of economics 
and whatever our historical thought about questions like the tariff, whatever 
our instincts about a sales tax, it is coming down to this, that you can not alTord 
to put the inordinate burdens of the modern State upon the shoulders of the 
consumer, who has to spend all of his inc*ome to keep alive." 

(Hearing, Jan. 20, 1922, p. 35. Benjamin Marsh, Farmers National Council.) 

" Mr. Marsh. Gentlemen, I wish some of you had taken the trips which I 
have and talked with these farmers and w^orkers — some workers who have been, 
out of a job for six or eight months and every last dollar gone, and the farmers, 
who are broke, absolutely — and when you talk about a sales tax — I want to 
tell you that the sales tax is the dead line politically for any party, and de- 
servedly so. 

" Mr. Frear. Mr. Leffingwell agreed in his opposition to a sales tax and so did 
• Dr. Seligman when they were before our committee. 

"Mr. Marsh. And so do something like 20,(X)0,0(X) voters. They would be 
interested vitally." 

I have quoted many men in Canada who represent the consumers of that 
country and who recently turned the high taxing Parliament out of office. I 
quote several letters received recently that are self-explanatory : 

National Board of Farm Organizations, 

Washington, D. (7., January 2-j, 1922. 
Congressman James A. Frear, 

House Office Building, Washington, D. C. 

Dear Mr. Frear: I have gotten in touch with Canadian people in regard to 
the sales tax, and I hope to have a definite reply soon. 

In the January 14 issue of the Prairie Farmer, published in Chicago, a copy 
of a letter from N. I*. Lambert, secretary of the Canadian Council of Agriculture, 
appears as follows: 

" Our organization throughout the whole country is strongly opposed to the 
sales tax. The principle of this tax is wrong, in our opinion, being based on 
the consuming capacity of the great masses rather than their ability to pay. 
The sales tax was in vogue in the Middle Ages in such countries as Spain, but 
to-day I believe the only countries that have used it to any extent are Mexico, 
Germany, Philippine Islands, and, I think, France. It is generally regarded 
as a confession on the part of any country that adopts it that all other sources 
of revenues have been exhausted." 

This appears to throw an entirely different light on the matter as far as the 
Canadian farmers are concerned, and is also in line with my previous under- 
standing of the real position taken by th? farmers in that country. 
Sincerely, yours, 

Chas. a. Lyman, Secretary. 

United Farmers of Alberta, 
Calgary, Alberta, December 31, 1921. 
B. C. Marsh, Esq., 

Farmers National Council, Washington, D. C. 
Dear Sir: President Wood has referred to me your letter of December 16 
re sjiles tax. I may say that there is a very strong feeling among the farmers 
against the sales tax, and that it was vigorously attacked by many of the speak- 
ers of the organized farmers during the recent Federal general election. 
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The iiich>sed pamphlet entitled " Salen tax bits the poor man," is, I think, 
a suniiJiary of the arguments used against this tax during the campaign, while 
the pamphlet " Try outw in taxation " also contains references to this matter. 

I am also inclosing a pamphlet entitled ** Tariff or sales tax," which was pub- 
lished in the Grain Growers* Guide some time ago. In this the writer con- 
demns both the tariff and the sales tax. but describes the sales tax as the lesser 
of the two evils. There has not been very much discussion of the question, 
however, from this point of view. 

I was interested to note that the sales tax in the United States is advocated 
chiefly by big business and financial interests which fear the heavy income, 
exceftj-proflts, and estate taxes. Exactly the same groups of interests advo- 
cated the tax in Canada, and as you will note from the pamphlet " Sales tax 
hits the poor man," the representatives of the agricultural interests in this 
country were not consulted in any way in connection with the matter. 
Trusting this information may be of some use to you, 

W. N. Smith, Educational Department, 



Many letters and other comniuniontions received from agricultural organ- 
izations and leading men of Canada are to the same effect, all denouncing a 
general sales tux. They are cumulative in character and reflect the judgment 
of consumers who oppose the tax there. I*ractica]ly every agricultural and 
laboring organization is represented by the witnesses quoted, all joining in 
the same protest against consumption taxes, either as a means of financing a 
soldiers' comi)ensation bill or for any oiher purpose. 

In view of the unanimous opinions of disinterested tax experts and con- 
sumers generally as represented by the forgoing witnesses and correspondence 
no others have been called to tetify against a general sales tax. 

Tiie Chairman. Are there any other gentlemen here who want to be heard 
this afternoon on this bill? 

Mr. ;McFaddkn. I would like to be heard for a few moments. 

The Chairman. The committee will be glad lo hear you, Mr. McFadden. 

STATEMENT OF HON. LOUIS T. McFADDEN, A KEPBESENTATIVE IN 
CONaBESS FB.OM THE STATE OF PENNSYLVANIA. 

Mr. McFadden. On March 2, 1920, when the matter of the bonus was before 
your committee, I appeared and nmde a statement or a suggestion that if you 
were going to pay a bonus to the soldiers that you utilize the English debt for 
tliat purpose. In view of what has happened since that time 

The Chairman (interposing). Mr. McFadden, when you say "the English 
debt," you mean any foreign Government bonds? 

Mr. McFadden. I mean particularly the debt due from England, because 
that country is in the best financial condition of any of the countries that 
owe us; and inasmuch as they owe us something over $4,000,000,000, and this 
honus is estimated to cost the country anywhere from two billion to four or 
tive billion dollars, I felt that that was the most practical and it could be 
utilized to the best advanage, because of the credit position of England. 

.The Chairman. I think I am correct in stating, Mr. iMcFadden, that if the 
bill were passed with the same provisions for the payment of cash as were 
carried in the bill that passed the House last year it would require about a 
billion and a half dollars, which would be the maximum, if all soldiers took 
cash. 

Mr. McFadden. There would be a sufficient leeway in the debt owed us by 
England to provide that money. 

In view of some of the statements that have been made to the committee, 
according to press notices, although I have not had an opiwrtunity to read the 
stenographic report of the liearings in full, the statement was made, I believe, 
by some one that if this English debt was utilized and the sale of the bonds 
guaranteed by the United States that they would not sell in the market as 
readily as our own securities, and would have to be sold at a discount. 

It seems to me that that is an error, because I can not imagine any method 
whereby an obligatiaon made by Great Britain and guaranteed by the United 
States would not be in a better market condition, as tc salability, than the 
United States' own securities. 
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Mr. Gabneb. It would l>e the condition of liaving two solvent securities rather 
than one. 

Mr. Gbeen. Tlie answer to tliat would be very easy. They would be subject 
to State taxes and they would be subject to a high Federal Income tax. 

Mr. Garneb. Not if the law exempts them from taxation. 

Mr. McFadden. I am referring to the securities of England. I believe tliat 
they would sell in the market readily. 

Mr. Fbeab. At what interest rate? 

Mr. McFadden. I think they would sell in the market at a higher rate than 
our own securities, because of the great additional Fecurity of Great Britain. 

I want to repeat to you the salient features of the proposition that I made 
in March, 1920: First, the obligation to our soldiers and sailors is thus paid 
without an additional L.berty bond issue, which if made at this time to the 
extent of two or three billion dollars owing to our peculiar financial situation 
would probably reduce the market value of our outstanding Government bonds 
10 points. Second, this plan of settlement would obviate the levying of an 
additional tax burden upon the people of this country, a portion of which 
would necessarily have to be borne by our soldiers and sailors. Third, this 
plan will not interfere with our financial equilibrium in the United States, but 
will simply furnish to investors an additional security ^investment at a favor- 
able rate of interest. 

Attention is called to the present market value on both British and French 
loans in this country. Fourth, this plan will take out of the Treasury of the 
United States securities for which the United States has paid par and place 
in the hands of the investing^ public these securities to the necessary amount 
required to settle with the soldiers and sailors. It is safer for the American 
people that these securities be held by individuals and institutions rather than 
in the Public Treasury, as this distribution removes the temptation from the 
administrataion officials to cancel or compromis-e these obligations in any ad- 
justments or settlements in connection with our international problem. The 
argument is put forward that these foreign countries are asking for an exten- 
sion of time in the payment of interest on these obligations, and the Secretary 
of the Treasury has asked Congress for directions to aid him in his negotia- 
tions with these countries in this respect. It is to be hoped that Congress will 
so instruct the Secretary of the Treasury in these negotiations to the end that 
the United States may receive without further delay the issuance of the per- 
manent and bona fide obligations of those countries representing these loans 
made to help them win the war. 

Since this matter has been discussed over a period of two years while it has 
been under considerataiou, the principal ones that I find opposed to this proiw- 
sition are those prople who are in favor of canceling these foreign debts which 
are owned to the United States. 

I have had many conunnnications and many talks with many people in regard 
to this, and it goes right back to that idea that they are interested in the 
cancellation of the foreign debt, and it originates either with the international 
bankers or those people who are engaged in international trade, in view of 
the fact that under the jaithority that is given 

Mr. Green (interposing). I think you will find a good many people who op- 
pose it for reasons different from that. 

Mr. McFadden. One of the reasojis which I presume you mean is that it is 
a breach of faith, because of the authority that was given in the Liberty loafl 
act. I do not believe it is any breach of faith in that respect for the Public 
Treasury to utilize these bonds. As I understand those Liberty loan acts, they 
gave the authority to lend this )noney to foreign countries and to take those 
securities into the Treasury. It is implied by inference largely, I think, that 
when that money is paid it will be used in the reduction of our public debt. But 
I do not believe it is an absolute necessity that that shall be done. I believe 
that it is the function of the departmcuit of the Treasury to utilize the payment 
of that money in the manner that it sees fit when it comes in. Therefore, if 
we can relieve the burden on the public, if we are going to give the ex-service 
men this bonus and utilize some securities already in the Treasury that can 
be marketed — i\r\d I believe that these bonds could be disposed of throughout 
the country by means of a patriotic drive, and that they .could practically be 
sold in 30 days' time ; and inasmuch as we have given this refunding commission 
the power to settle these foreign debts, it would seem to me that we could set 
a definite date; for example, the 1st of October, when these securit'es will he 
made available, and in that manner provide the money through the sale of these 
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sei-urities in a proiierly develofHHl plan by the Treasury Dei)artment, by public 
offerings; and I l)elieve it will be [)6Ksible in practically every community to 
sell in that coniniunity suflicient bonds to local investors to take care of what 
would be required to pay the soldiers in that Immediate locality. 

Mr. Frear. According to the statement of (ien. Lord and Gen. Harris, based 
on the number of men, TiO i»er cent of whom would take the cash bonus, it was 
estimated that only between two and three hundreil million dollars would be 
called for during the i)erio<l of a year and a half. 

Mr. McFaddkn. Well, that many of these bonds then only neeil be sold to 
Dieet the requirements. 

Mr. Frkar. I understand, but that would be a limitation on the number you 
would have to sell. 

Mr. McFadden. Only sutticierit bonds would need to be sold to meet the re- 
quirements, and we could let the rest of them remain in the Treasury. 

There is just one other thought I want to Impress upon the members of 
tiie committee, and that is that by the payment by these countries of the in- 
terest due on these obligations it would have a tremendous bearing on our 
international trade relatU'Us. It is my thought — and I simply express my own 
l)er8onal opinion, but I believe it is worth considering — that we should not 
rwpiire those countries who owe us to make payment direct to us. In order 
that we may trade with the world we will have to advance money to the world. 
It is my belief that every dollar's worth of that interest which is owe<l to us 
for the next 5 or 10 years ought to remain on the other side and be placed in 
the form of a loan to such of those countries as will best rehabilitate Europe, 
and thus permit us to .^ell agri<*ultural products and manufactured products to 
the world ; in other words, I believe that the best policy we could pursue to-day 
would be, " in addition to loaning them this $500,000,000 worth of interest," 
to put another $r>(X),()00,000 with it and loan it to Germany, because I believe 
that is the best place to begin to build up Europe. If w^e thus can stabilize 
Germany and secure to those countries that owe us. the full payment of the 
reparations, that means we can not only help Europe but we can help secure 
tlie payment of the debt that is owed to us. 

Mr. Frear. It has been suggested that to press the claims that we have 
against a country like France, which is maintaining an army of about 800,000 
men, that this wouhl impress upon them the necessity of cutting down their 
present armaments and their tremendous Govei'unient exi)enses. 

Mr. McFadden. It seems to me that inasmuch as we are the largest creil- 
itor — and I realize how delicate this matter is — that we are in a particularly 
strong strategic position to assume a leadership in connection with that, by 
working out ami suggesting some such method as I have just very briefly out- 
lined here, saying to those countries : " You must cut your budgets down to 
the minimum, and when you do that we are ready to help you, and we w^ill 
help you flnancially, and we ^^^ll help you rehabilitate Europe to that ex- 
tent. But we will not do it unless you do." We all know that the power 
and influence over debt — not that we want to exact our " pound of flesh," but 
we are conscientiously trying to rehabilitate EuroiH* so that we can trade, an:l, 
if we can revive connuercial relations we can secure the payment of the debt 
to us. 

It seems to me that there is an opportunity here, if we are going to pay 
this bonus, to do it with the least amount of trouble. I am fearful of the 
results of levying additional taxes on the people at this time; and if we can 
utilize these securities just as an individual would utilize them if he had an 
obligation to meet, take out of a strong box something that you have there and 
dispose of it, that that is the practical solution of this problem. 
I do not care to take up any further time of the committee. 
Mr. Frear. And not inforce the collection of the interest that might be paid 
by Great Britain or other countries? 

Mr. McFadden. I think it would be a serious mistake to attempt to collect 
in cash, and bring across the water, even interest, because every dollar's 
worth of that interest that we can force those people to pay means goods or 
gold to us. We are overstocked with gold now, and the goods will compete 
with the products of our own industries here. 

Mr. Fbeab. What have you to say as to the effect of the postponement of in- 
terest upon the Treasury for cancellation of these foreign debts? 

Mr. McFadden. I would leave that entirely to this commission. I believe 
that they should draw a line and that they should refund the interest up to 
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date, along with the other debts, and put it into obligations: over a loii!^ 
period of time. 1 am in favor of extending the payment of this debt over a 
very long period of time at a reasonable rate of interest. I think 25 years is too 
short a time. I would put it at 40 or 50 years rather than 25 years. 

The Chairman. The committee will now adjourn to meet Monday morning 
at 10.30 o'clock. 

(Thereupon, at 12.15 o'clock p. m., the committee adjournel to meet Mon- 
day, February 6, 1922, at 10.30 o'clock a. m.) 



Committee of Ways and Means, 

House of Representatives, 

Monday, February 6, 1922. 

The conmiittee met at 10.30 o'clock a. m., Hon. Joseph W. Fordney (chair- 
man) presiding. 

The Chairman. The committee will be in order. You may proceed, Mr. 
Marsh. State your name and address and whom you represent. 

STATEMENT OF MB. BENJAMIN C. MABSH, MANAGING DIBECTOB 
FAKMEBS' NATIONAIi COTTNCIL, WASHINGTON, D. C. 

Mr. Marsh. My name is Benjamin C. Marsh. I am managing director of the 
Farmers' National Council, with headquarters here in the Hliss Building. 

Mr. Chairman, when the question of a bonus for soldiers came up shortly 
after the armistice, if I remember — it was early in 1919, anyhow — we took a 
referendum of the Farmers' National (Council, as it was not a matter included 
in our regular legislative program, as to what their position was on the bonus, 
and we found almost without exception that they favored some sort of an 
appropriation being made and some sort of a bonus being paid to the solders. 
I am not in a position, the council not having taken any specific action as to 
the several bonus measures before you, to suggest any specific details as to the 
sort of bonus. That is a matter which the Congress will have to determine, but 
I do want to make a specific recommendation as to how you can get the money 
for this. 

Mr. Collier. You say you took a referendum among the farmers as to whether 
or not they were in favor of a Government bonus? 

Mr. Marsh. As to whether or not the Government should pay a bonus to the 
soldiers. 

Mr. Collier. What percentage of them were in favor of the bonus and what 
percentage were against the bonus? 

Mr. IMarsh. Mr. Congressman, you see we did not take a vote of the indi- 
vidual membership, because we have a very small individual membership, but 
we took it of the members of the council who represent the various farm or- 
ganizations which are united for this specific legislative program — of the 
council, not of the individual members. 

As I say, I do not recall — it was two years ago, approximately — two and a 
half years ago and over, and I do not recall the exact vote, but I know there was 
hardly a single vote against some provision being made. 

IMr. Collier. It was practically unanimously in favor of some kind of a 
bonus ? 

Mr. Marsh. Of some kind of a bonus ; yes, sir. 

Mr. Hawley. Do you know whether these gentlemen to whom you made ap- 
plication made inquiry among their people as to their attitude or was it their 
own impression that they transmitted to you? 

Mv. Marsh. I think it was sort of a combination, because I know those men 
pretty well. For instance, Mr. Spence, master of the Oregon State Grange, is a 
member of the council. I know Mr. Spence is a very careful man who does not 
speak for his organization except on matters on which the organization has 
taken action or on which they have expressed an opinion informally. The 
same would be true of Mr. George L. McKay, head of the Creamery Butter 
Makers' Association, and men of that sort. So I am not giving this as a refer- 
endum vote but as what I understand to be their opinion. But it was not 
definite as to the amount. It was only this — I think this would summarize the 
opinion expressed: That the men who were in the service, particularly the 
disabled men, have made a big sacrifice ; we paid them relatively small — flnan- 
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cial ooiupeiiHat:on — nm\ they are entitled to a little larger renuineration, and a 
bonus seemed to be-K)r some sort ot a recognition of tlieir services — seemed to 
be what the Government owed them. Xow that Is not a verbatim transcr pt, but 
that is the impression I got from their letters. 
Mr. <4arnek. From their letters, you siiy? 
Mr. Marsh. Yes, sir. 

Mr. Garner. It was not tlie argument you matle to them in l)ehalf of their 
trying to ascertain their ileoislon? 
Mr. Marsh. No; it was tlie argument of the answers wliich they made. 
Of course, one of the big questions is the revenue question, ami I suggest that 
you comi>el the Morgan interests and tlie other big international Investment 
bankers and conspicuous business men who were mixed up in the Hog Island 
scandal and other scandals connected with the operation of the United States 
Shipping Board Emergency Fleet Corporation to malve restitution of tlie hun- 
dreils of millions of <loliars of which they have robl)ed the American people, 
as an immediate means of raising some money to pay a cash Ixmus to the sol- 
diers, and particularly the crippled .soldiers. 
The Chairman. What proof have you of the statement you have just made? 
Mr. Marsh. Well, I should say the adnussion of Presi<lent Harding as to 
the terrible conditions which attended the operations of the Emergency Fleet 
Corporation and the United States Shipping Board, au<l the big profits which 
these men are known to have made. 

The Chairman. But you say you want us to cOm|)el these people to pay back 
money that they have taken unjustly. What proof have you that they have 
taken money unjustly? There might be plenty of evidence of that kind, but 
before we could take action we must have some positive proof; no general 
statement would be sufficient. 

Mr. Marsh. Well, there is no one to get that positive proof 1 letter than this 
committee if they really want to. 

The Chairman. Then why didn't you say that? You suggest now that we 
investigate and see whether or not they got nioney uu justly. What evidence 
have you that they got money unjustly? 

Mr. Marsh. Because I think it is pretty well conceded that they did. I have 
not heard anyone deny it. 

The Chairman. Pretty well conceded, and having evidence of the fact, are 
two different things. 

Mr. Marsh. I know, and it is the business of Congress to get that evidence — 
you are rather belated that you have not done it already, in my judgment. 

Mr. Hawley. Mr. Marsh, do you suggest that that action be taken against 
them in the courts, or are you suggesting legislative action? 

Mr. Marsh. Well, may I, in answer to your question, read a letter which I 
addressed to the President on July 25 of this year? 
Mr. Hawley. Answer the question in any way you choose. 
Mr. Marsh. In a way it answers it: 

The President, 

The White House, Washington, D. C. 

My Dear Mr. President: In view of the astounding revelations of gross in- 
competency amounting to criminal waste in the Shipping Board, I respectfully 
request, on behalf of the Farmers' National Council, that you instruct the At- 
torney General to investigjite and institute civil or criminal proceedings against 
those guilty of waste and malfeasance in office which has cost the American 
people many millions and probably many scores of millions of dollars. Some 
one is responsible for this, Mr, President, and much of it has occurred since 
the war terminated. 

I am confident that the farmers of America are seriously perturbed over the 
striking failure of the (iovernnient to date to locate and punish those in high 
places responsible for robbing the (Tovernment. Would not the well-known 
mismanagement in the United States Shipping Board affairs afford a fair test 
of the ability and desire of the Attorney General to protect the American 
people against the depredations of the big financiers who have been in control 
of the United States Shipping Board since its inception as an agency to enable 
us to win the war to make the world safe for democracy? 
Yours, very respectfully, 

Benjamin C. Marsh, 
Acting Managing Director Farmers' National CouncAJ. 
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I was at that time acting managing? (iirector; since tlien I have l)een elected 
managing director. 

The Chaibman. Whom did you address that letter to? 

Mr. Marsh. The President of the United States. 

The Chaibman. What did the President sav to you in reply? Did he reply 
to it? 

Mr. Marsh. On July 27 

The Chairman (interposing). I asked you did the President reply to it. 

Mr. Marsh. I am going to read the letter. 

The Chairman. I want to know — I asked you whether he replied to it ; cau't 
you say " yes '* or " no " ? 

Mr. Marsh. Personally, no; his secretary did. 

The Chairman. That is what I wanted to know. Why did you not say so 
in the first place? 

Mr. Marsh. I will say so, and I will say it is very unfortunate the President 
did not say something about 

The Chairman (interposing). I asked you two questions, and if you won't 
answer them we will stop hearing you. 

Mr. Marsh. That Will be your privilege, and then it is 

The Chairman (interposing). It is your privilege to answer questions civilly, 
and if you do not do it we will not hear you any more. 

Mr. Marsh. You have made that threat once before. 

The Chairman. I will make it again now. 

Mr. Marsh. I will answer any question that is germane. 

The (^hairman. We are not asking you for your criticism, my dear man; 
you are here to give us information, and if you do not want to do that in a 
courteous way, just say so. 

Mr. Marsh. I have never failed to give you information in a courteous way. 

The (,-hatrman. You have, because you refused to answer my question. 

Mr. Marsh. I was going to answer it by reading this letter. 

The Chairman. Why did you not say so? 

Mr. Marsh. I tried to say that with the letter right before me. I am not 
used to and I won't stand being dictated to as to how I shall give my testimony. 

The Chairman. Tlie reporter will not take any moi*e of his testimony until 
the gentleman gets civil. Step aside, please, and we will hear somebody else. 

Mr. Copley. I move, Mr. Chairman, that the witness be excused. 

Mr. OiJ)FiKLD. I move as a substitute that we hear this letter from the Presi- 
dent's secretary. 

The Chairman. Yon can put it in the record. If ^he wants to answer ques- 
tions in a civil way. he may i)roceed ; if not, he may tile it in the record. AVhat 
do you want to do? 

Mr. Marsh. What is the decision of the committee? 

The Chairman. Do y(m want to proceed in an orderly and gentlemanly way? 

Mr. Marsh. Yes, sir ; I always have. 

The Chairman. All right, go ahead. 

Mr. Oldfieij). I would like to hear the secretary's letter read. 

;Mr. Marsh. The secretary's letter reads as follows: 

The W^hite House, 
Washington, July 27, 1921. 

^Iy Dear Mr. Marsh : Your letter of July 25 has been received and will be 
brought to the attention of the President. 
Sincerely, yours, 

Georoe B. Christian, Jr., 
Secretary to the President. 

>Ir. Copley. Now, Mr. Marsh, let me ask you this question : You talk here 
about the many millions and even many scores of millions which these men 
have unlawfully taken. I am not criticizing your conclusions, but we can not 
possibly wait — we can not have this bonus bill wait on getting this money back 
from these men, which would take at least several years, as you must realize. 

Mr. Marsh. That is only one suggestion. 

Mr. Copley. There is a great difference between " many millions" and " many 
scores of millions." It will take a gi'eat, great many scores of millions to pay 
this bonus bill, and you can scarcely put many millions together and do it- 
enough many millions together to do it; so we have got to have some other 
source of revenue. 
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Mr. Markh. That is only one way, anil I want to HUKSest several others. 
Mr. CopiJSY. Now, the real fact of the matter is : How much money do you 
sup|)ose Morpran & Co. — I never saw any member of that firm to my knowledge 
and do not know any of then) — how much money do you suppose the firm of 
Morgan & Co. or Morgan himself made out of this war — how many millions do 
you snpiiose he made? 

Mr. Marsh. If you wMU notice my statement — may I refer to that — the Morgan 
interests, I said. 

Mr. CopuiY. Well, I refer to the Morgan interests — we will just call it the 
"Morgan interests" — what they made? 

Mr. Marsh. •! think they made a great many millions. 

Mr. CopiJiY. How many? "A great many" is very indefinite. 

Mr. Marsh. You mean out of this Shipping Board business? 

Mr. CopixY. How many millions did they make out of the w^ar altogether, 
do you supiwse? 

Mr. Markh. I know that before we entered the war Morgan & Co., through 
Mr. Stettinius, were fiscal agents for Great Brifaln. 

Mr. Copley. Yes. 

Mr. Marsh. And they trie<l to skin them alive, and they got terribly w^orried 
over the situation and were miglity anxious to have us get into the war so as 
to help pull them out of that situation. Now, how many 

Mr. CopiJSY (interposing). Why don't you answer my question? How many 
millions do you think they made? 

Mr. Marsh. I don't know. 

Mr. Copi^Y. All right, then. 

Mr. Marsh. But my point is this : When the President himself 

Mr. Copley (interposing). I do not care about the rest of your point. 

Mr. Marsh. But I am going to explain 

Mr. CoPT^Y (interposing). If you have no notion about the things you are 
talking about and admit it, that is all I want to know. 

Mr. Marsh. You asked me for niy idea for saying they ma/le many millions 
of dollars. 

Mr. Copley. I asked you if you knew, and you said you don't know. 

Mr. Marsh. No ; I don't know. It is the business of the Government to find 
out. I as a private citizen should not prosecute those who have been robbing 
the Government. What is the Government for but to be the agent of the people? 

Mr. Copley. When they were fiscal agents for Great Britain they were not 
robbing this Government, were they? 

Mr. Marsh. No; but they have been into all sorts of deals since. The big 
investment bankers have been back of practically every big deal that has 
been pulled off. for the puipose of exploiting the American people, and the 
general dissatisfaction over the country ought to be pretty ample confirmation 
of that proposition. Now, I don't think it w^ould take many years, and I believe 
if Mr. Palmer and Mr. Daugherty had gone hotfoot after them they could have 
recovered tens of millions already, and my reason for suggesting this at this time 
is this : Here you have a condition in \vhich you have crippled soldiers and the 
general bad situation as to the men who were in the Army and Navy and other 
branches of the service. If these men who got millions out of the United States 
Shipping Board operations had any patriotism they ought to be willing to make 
restitution. 

Now, I will make this statement, providing the committee will not ask me for 
the name of the Assistant Attorney General who made it to me, because he told 
nie something in confidence. 

The Chairman. Mr. Marsh, if you will confine yourself to the bonus bill we 
will be glad, and be as brief as you can. We have some other witnesses to hear. 
You have gotten entirely out of the range of the bonus bill. 

Mr. Garner. What means of applied taxation have you got in mind? Just 
say what they are without getting into a controversy with these folks about 
the facts. Give us your suggestion about this. 

Mr. Marsh. All right. But you will admit that there is some merit to this 
proposition that if the Government can get money back from these people and 
not have to tax the country further, we ought to do that as well as increase tax- 
ation. 

The Chairman. Now% you do not know that they have any millions of the 
Government's money that they unlawfully took, do you? 

Mr. Marsh. Yes. 

The Chairman. What proof have you? You say "yes." Now% furnish the 
proof before going any further. 
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Mr. Marsh. I think that the admission 



Tlie Chairman (Interposing). Not what you think; wliat you know. 

Mr. Marsh. I will say that the statement of President Harding that the con- 
ditions were scandalous, intimated — ^made it as clear as anybody who uses the 
English language can make it — that there had been malfeasance. 

The Chairman. Is that your proof? 

Mr. Marsh. Well, oughtn't it to be enough? 

The Chairman. I am not asking you that; I am asking you is that your 
proof? 

Mr. Marsh. I will leave it to you whether you take the President's word as 
adequate or not. 

The Chairman. And that is as far as you want to go on the subject? 

Mr. Marsh. Yes. I will come, now, to the other suggestions : That you must 
promptly restore the excess-profits tax, which certainly ought to raise 
$400,000,000 to $450,000,000. Whether you have a soldiers' bonus or not you 
have got to put that back, but don't think for a moment that anybody is going 
to get by with a sales tax or by raising postage from 2 to 3 cents, or taxes on 
consumption or anything of that sort, and fool the American people. You 
can't do it. It would be little short of criminal, with the terrible destitution 
among the farmers, to suggest anything such as a consumption tax. 

Now. can I read a very short letter from the American Red Cross as to the 
relief they are giving to the drought-stricken farmers? This is from the dis- 
aster relief service of the American Red Cross, dated January 19, addressed 
to me as managing director, Farmers' National Council : 

" I beg to acknowledge your letter of January 4 requesting information re- 
garding American Red Cross contributions to the drought-stricken people of 
Montana and other States. 

*' We were originally interested in this situation in 1918, when some relief 
was given through some of our chapters in Montana and North Dakota. Later, 
in the period from July, 1919. to June, 1920, we expended over $22,000 for the 
relief of drought sufferers. In January, 1921, over $50,000 was appropriated 
for this work as a final contribution, and in October, 1921, the work was still 
further aide<l by supplying family workers. 

"Altogether I would say that the Red Cross has helped this situation by giv- 
ing assistance to the amount of between $75,000 and $100,000. This includes 
both Montana and North Dakota. In addition to this there has been a small 
amount of assistance given to the Blackfeet Indians. 

" I hoi)e this information is what you desire ; if not, kindly let me know and 
I will be glad to furnish you with any other information you may desire, which 
is within my ability to give. 

" Edward Stewart, 
** Director t Disaster Relief Service.'* 

Now, gentlemen, we are asking Congi'ess to make an appropriation of 
$100,000,000 immediately, to be made available through the Secretary of Agri- 
culture, to help farmers who are suffering as I did not think farmers would 
suffer anywhere outside of Russia in thi^ terrible condition. The idea of putting 
any more taxes on those farmers when the Red Cross has helped them, and 
when Congress has got to help them, as you people all know, is perfectly 
ridiculous. I know you are not considering it seriously, so therefore my answer 
is specifically : Restore the excess profits tax immediately ; second, put the 
highest rate of surtaxes levied on incomes during the war back into operation. 

As Prof. David Friday's figures, which I gave here the last time and shall 
not give again in detail, show the surtax rates have not prevented capital from 
going into productive investment, and those men are making the money. 

The third proposal for raising this revenue is to raise the inheritance or 
estate tax rates levied by the Federal Government and make the same rates 
of taxation apply to all transfers of property among the living made five years 
before death, which ought to raise at least three-quarters of a billion to a 
billion dollars a year. 

I will make another suggestion — and I am not going to make many — and that 
is this : The concentration of wealth among the farmers is almost as remarkable 
as the general concentration of wealth in this country. I took the figures of 
the Department of Agriculture the other day — they compiled some figures 
specifically for me — I don't know whether they knew just what I wanted them 
for — and those figures showed that 3 per cent of the farms of America represent 
nearly one-seventh of the total farm irealth — not quite — of the total farm wealth 
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of America, including land, improvements, Implements andi machinery, and 
live stock as given by the Census Department. 

Mr. Hawley. I don't quite understand that 

Mr. Mabsh. Well, I took the large farms, which constituted 3 per cent of 
the farms of America, and found that the value as given by tlie census for 
tliose farms constituted about one-seventli — just one-seventh — of the total farm 
wealth of America. 

Mr. Copley. What that means is that they eacli had four and two- thirds 
times what the rest of them had. on the average? 

Mr. Marsh. Yes. And, of course, I don't know how many owners there were 
of those farms, but if one man owned two farms then the concentration was 
even more marked ; therefore, as the land values in some sections are very high, 
I believe that this committee should consider the proposal to levy a Federal tax 
upon the privilege of liolding land, with an exemption of $10,000; of course, 
exempting all improvements in the land as well as on the land, with an exemp- 
tion of $10,000 ; and with the further exemption as provided in the Keller bill 
now before Congress that no farmer with an income of less than $3,000 shall 
be liable to this tax. Now, that would not hit any producing farmers ; it will 
hit the big land speculating farmers, Und it will hit the big land speculators 
in the cities. 

Mr. Hawley. That is a modified form of the single tax, is it not? 

Mr. Mabsh. I do not think anybody would accuse me of being a single taxer. 
It is merely an effort to tax land speculation and vast land estates. 

Mr. Hawley. Do you remember where the principal big farmers are located 
that comprise this 3 per cent? In what States? 

Mr. Mabsh. No; but I can fi^et those figures for you, Mr. Hawley. I will be 
very glad to do it if you care to have them. Thei-e are some big estates, of 
course, in a number of States, but in Texas, for instance, land values are very 
low — $30 to $40 an acre, and even lower; $10 or $15, in rare instances, for 
grazing lands. In Iowa, Illinois, and Nebraska, in a few cases lands are up to 
$400 or $500 an acre, which is pretty high. 

Mr. Copley. You mean they were? 

Mr. Mabsh. Well, they were higher than that. They have come down in 
some cases a couple of hundred dollars. 

Mr. Copley. They are not there now. 

Mr. Mabsh. Well, they are three or four hundred now. 

Mr. Copley. Oh, no. 

Mr. Mabsh. That is my information when I am out in those States. I do 
not say there is very much at that price, Congressman ; I say that is the highest. 
Two hundred dollars is not unusual — up to $250 and $300. 

Mr. Copley. It is a very different matter, Mr. Marsh, when you say $200 or 
$350 or $400 an acre for farm lands. It is exactly as if you say Unitetl States 
Steel common is selling at $90 or $180 a share. 

Mr. Mabsh. Oh, no. 

Mr. Copley. One is just twice the other. 

Mr. Mabsh. I am going to st'ck to my original statement. There are excep- 
tional cases where land is held for that price to-day; and a gentleman from 
Illinois was in my office just the other day — just last week — who sa'd that there 
were certain farmers out there wiio would not rent their land because they 
couldn't get $20 or $25 an acre rent for it. 

Mr. Copley. I know a man in my district — in my county — living less than 6 
miles from my town, who refused $261 an acre for his land two years ago. 
He has it under mortgage for $100 an acre and he can not find anybody who 
wll b*d $125 for it at the present time. 

Mr. Mabsh. Well, I think that is true in those States exceptionally, but there 
w^as unwise speculation in farm land and it hurt the bona fide producing farmer. 
I think we will all agree to that. 

Mr. Copley. Notwithstanding the fact that you represent farmers, do you not 
think that the man who speculated in farm land, whether he be a farmer or a 
cty man, is just as reprehensible as the man who speculates in stocks or grain? 

Mr. Mabsh. Well, I think he is just as foolish as well as just as reprehensible. 

Mr. Copley. So do I. ,. ,^ ^, ^.^ ^i. 

Mr. Mabsh. Because ordinarily it was not the farmer himself who did the 
speculat:ng in land ; it was the banker or somebody in the town. 

Mr. Copley. Suppose a farmer who owned land — and I think you referred to 
this 'n your testimonv on a previous occasion — suppose a man paid 25 per cent 
down on a farm at an infiated value, and then the inflation squeezed out and 
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he lost all the money he put in and he still owes more than the land is worth, 
that man is in exactly the same position as though he had speculated on the 
New York Stock Exchange or the Chicago Board of Trade, isn't he? 

Mr. Mabsh. No; I will say that there is a vtal economic difference. That 
farmer in most instances — of course, you can not make a generally applicable, 
a universally applicable, statement — ^but a lot of those farmers when the war 
started had a very small farm and they wanted to produce and they wanted to 
own land, which I thoroughly believe in — ^private ownership of land. They 
bought additional land contiguous or near by, and they had to pay a hgh price 
and they thought they were going to pull out even, and then the prices of their 
farm products, upon which price the selling price of farm land was predicated, 
fell way down — roughly, 50 per cent. 

Mr. Copley. Yes; we all know that. 

Mr. Marsh. That is the reason. But, answering your question, I do not think 
that farmer was in the same position when he bought land to produce, as the 
fellow who simply bought stocks to turn over and gamble on. I can not see the 
identity. 

Mr. Copley. Then, supiwsing a man had a manufacturing plant and did tlie 
same thing; he increased his manufacturing plant — and I know a great mauy 
men who did that — on the theory that those times were going to continue. Then 
he found that the bottom dropped out ; now he is in exactly the same fix as the 
man who bought land and paid unwise prices for it, is he not? 

Mr. Marsh. He is in a similar condition ; yes. But I think this is the point: 
He usually has better access to credit to tide him over — not always but usu- 
ally — than the farmer has. And as you have raised the point I want to say this: 
That until we pay off the debt which we incurred during the war it would be 
a great deal better for us to maintain the level of prices, because as things 
are going to-day, the men who loaned the Government are going to get what is 
equivalent to about $2 for every dollar they loaned the Government, and the 
folks who pay that indebtedness — that means all of us practically — are goinpr 
to pay .$2 where we should be able to pay it off with $1. Now, that is one of the 
great objects of what I call the criminal conspiracy that produced deflation to 
help the creditors. 

The (chairman. We have heard Mr. ]Marsh for half an hour. Mr. Marsh, we 
would like to have you conclude now. 

Mr. Marsh. I want to thank you gentlemen very much. I have made these 
four suggestions as to how you can get revenue. And may I say this, if you care 
for specific information backed by affidavits as to the Shippng Board situation 
and the possibility of getting money there, I request that you invite I^Ir. Philip 
C. Manson, of New York, who will give you very illuminating information. 

Mr. Copley. Who is be? 

Mr. Marsh. He is a man who is in the shipping business and knows very 
intimately what has been going on down here. He has appeared before some 
committees down here and he could give you a vast amount of information. 

The Chairman. Very well, sir. 

Gentlemen of the committee, I have a letter here from the national legislative 
committee of the American Legion, which I wish to have inserted in the record. 
It is very short. 

(The letter referred to follows:^ 

Thk American Legion, 
National Legislative Committee, 
Wa8hington, D. C, Fehrmry 7, 1922. 
Hon. Joseph W. Fordnby, M. C, 

Waxhinfjton, />. C 

My Dear Mr. Fordney : On February 4 we sent you a letter in which we find 
we made a typographical error. It should read, "thirty-five per cent of the 
State's ex-service men would elect the cash payment," etc. Following is the 
corrected statement: 

Questionnaires sent out by Kansas posts of the American Legion show that 
but 35 per cent of the State's ex-service men would elect the cash payment pro- 
vision of the five-option adjusted compensation (bonus) .bill. More than 43 
per cent declared for paid-up insurance, with farm and home aid a second 
best bet. (Topeka, Kans., date.) 

John Thomas Taylor, 
Vice Chairman National Legislative Committee. 
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Now, I bave n -letter here from Oen. I-«nl with the hi format ion asked for by 
the committee, with revised tlgnres in which he shows that if all the men were 
to take tlie cash honns at $500 maximum for service on this side« and $62 on 
the other side, the total anumnt w<mhl be $1,273,000,000. Tliose are revised 
fijriires. 

ilr. (^oixiER. Is that soldiers alone or soldiers and sailors, too? 

The Chairman. That Is the Army. That does not include the Navy or the 
Marine Corps. 

Mr. CoLT.iKK. How much did you say? 

The Chairman. $1,273,000,000. 

Mr. CoixiKR. That is about $200,000,000 more than lie estimated the other 
(lay. 

Tlie C^HAiRMAN. It was $173,(KK),000, I thinlc. He tij,'ure<l it at $1,100,000,000. 

Mr. Collier. $1,080,000,(X)0. 

The Chairman. Yes; that is $193,000,000 more. Now, he gives the various 
(iassitications here in detail, aiHl I think we would better have them go into 
the record. 

Mr. Collier. Yes; I thuik so. 

rriie letter referred to follows:) 

War Department, 
Office of Chief of Finance, 
^yanh\noiol\, /). C, February 4, 1922. 

Memorandum for chairman Committee on Ways and i\Ieans. 
Subject: Cost of "Adjuste<l service pay " (Army only) under H. R. 1, provided 
all eligibles elect to receive cash, 

1. Submitted herewith is revised statement of the estimated cost of "adjusted 
service pay " under H. U. 1, on the assumption that all eligible veterans who 
api>ly elect to receive payment by check or in cash, this statement covering 
veterans who served only in the Army. The statement submitted recently at the 
hearing of the committee was based on the records of the Provost Marshal 
(xeneral and the records of the office of The Adjutant General, which at that 
time were necessjirily rather incomplete. The revised estimate submitted 
herewith, which is considerably larger in its total, is based upon the records 
of The Adjutant General as brought up to date. 

2. This estimate of $1,273,000,000 is based on the assumption that limited 
service men and the United States Disciplinary Barracks Guard will receive 
"adjusted service pay," and that deductions will not be made on account of 
service in development battalions or for time lost through misconduct or absence 
without leave, as recommended by The Adjutant General of the Army. 

3. Also Included in estimate of (H)st if 50 per cent of aligibles elect to receive 
"adjusted service j)ay," 20 per cent elect **a<ljusted service certificates." 12^ 
per cent elect to receive ** land settlement," 12^ per cent prefer *' farm or home 
aid," and 5 per cent "vocational training." H. M. Lord, 

Chief of Finan^'e, United States Anny 

Estimate of cost of " adjusted service pay " under H. R. 1 under the assump- 
tion that all eUgihle veterans icho apply elect to receive " adjusted service 
pay " (A rmy only ) . 

[Service period for which pay is to be made from Apr. 6, 1917, to .Tuue 30, 1919, inclusive.] 

Number of days in period 816 

Average number of days of service, June 30, 1919 389 

Average number of days for which pay would be due 329 

Number of man days, total Army, to June 30, 1919, inclusive— 1,443,630,000 

Number of man days in A. E. F. to June 30, 1919, inclusive 611,380,000 

Ratio of nian days in A. E. F. to man days, total Army 0. 423"> 

Total w^ho served in Army 4,650,000 

Excluded classes 717, 500 

Number of men entitled to adjusted service pay 3,933,000 

Pay at $1 per day— 3,933,000 by 329 by $1 $1,294,000,000 

Additional pay for overseas service— 3,933,000 by 329 by 0.4235 
by $0.25 137, 000, 000 

Total 1,431, 000, 000 

Total deductions for service for which pay is not allowed 158, 000, 000 

Total cost (Army only) 1,273,000,000 
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Estimate of cost of adjusted set-vice pay under H. R. 1 under the assumption 
that all eliffihle veterans tvho apply elect to receive adjusted service pay 
(Army only). 

EXCLUDED CLASSES. 

[Not including approximately 100,000 limited service men and 630 United States dis- 

ciplinai*y barracks guards.] / 

Dead in service 119,437 

Defectives found in draft discliarged at camps 233,184 

Dishonorably discharged 6, 664 

Desertions , 17, 174 

Enemy aliens discharged 5,637 

Conscientious objectors 56, 830 

Draft of November 11, 1918 200,000 

Commissioned officers above captain 32,000 

Other Regular officers _• 6,000 

Retired officers on active duty 584 

Cadets, United States Military Academy 1_ 754 

Reserve Officers' Training Corps ' 

Philippine Scouts 8, 700 

Porto Rican Regiment of Infantry 4,000 

Hawaiian National Guard 7,300 

Indian Scouts 23 

Total 698,287 

Died since discharge 19,213 

Total deductions 717, 500 

Deductions for service for which pay is not allowed, not including 
$16,000,000 for service in development battalions. $2,000,000 for 
days lost by absence without leave, etc., and $2,000,000 for days 
lost by misconduct, etc. : 

For service in excess of amount for pay is allowed $134, (XX). 000 

For service in Student Army Training Corps 14,000,000 

For time on farm or industrial furlough ^___ 10,000,000 

Total 158,000,000 

Estimate of cost under H. R. 1 under the assumption that 50 per cent elect 
to receive '* Adjusted iter vice pay; 20 per cent, " Adjusted >*iervice certifi' 
cates''; J2^ per cent, ''Land settlement'': 12h per cent, ''Farm or Jwme 
aid''; and 5 per cent, " Vocational training aid " {Army only). 

Ad justed -service pay— 3,933,000 by 50 per cent $1,966,500.00 

Certificate— 3,933,0(X) by 20 i)er cent 786,600.00 

Land aid— 3,933,000 by 12* per cent . 491,625.00 

Home aid— 3,933,0(X) by 12^ per cent 491,625.00 

Vocational training— 3,933,000 by 5 per cent 196,650.00 

Total 3, 933, 000. 00 

# ■■ ^■i>»»i» ■ ■■■■ mm —^ 

Adjusted service pay : 

50 per cent who elect to receive cash adjustment 636,500.000.00 

Adjusted service certificate, 20 per cent : 
Adjusted service pay, 40 per cent — 

Overseas— 333,125, at $646.50 215,365,312.50 

United States— 453,475, at $500.60 227,009,585.00 

Total (786,600 men) 442,374 897.50 

Eventual cost — 

Overseas— 333.125, at $1,559 519,008,750.00 

United States— 453,475, at $1,206 546,890,850.00 

Total (786,600 men) 1,065,899,600.00 
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Vocational-tra!nlnff aid, 5 per cent : 

88.281 by $646.50 $53,841,166.50 

113.369 by $500.60 56,741,184.50 

Total 100, 582, 351. 00 

Farm or home aid, 12i per cent : 

208,203 by $646.50 92,962,630.50 

283,422 by $500.60 141,881,053.20 

Total 234, 843, 692. 70 

I-411H1 settlemeut, 12^ i>er cent: 

208,203 by $461.25 :, 96,033,633.75 

283,422 by $329 93, 245, 838. 00 

Total 189, 279, 471. 75 



• 
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A(ljiiste<l service pay, 50 i>er cent 636,500,000.00 

Adjusteil service certificates, 20 iier cent 1,065,899 600.00 

ViK'ntional training, 5 i)er cent 100,582,351.00 

Farm or home aid, 12^ i)er cent 234,843,693.00 

Land .settlement, 12J 189,270,472.00 

Total 2, 227, 105, 116. 00 

Mr. Hawley. Since Oongressnvan Fish was here and we heartl his suggestions 
as to the reduction of the amount to be paid in cash, I would like very much 
to have the commander of the American Legion and the commander in chief 
of the Veterans of Foreign Wars appear and state what their opinion is on that 
proposition from their standpoint. 

The Chairman. They are here in the city, are they not? 

Mr. Hawley. I think so. 

The Chairman. Mr. Clerk, will you ask them to come to-morrow morning? 
We have told them what we wanted them to address the committee on. Mr. 
Fish's suggestion is that we reduce the cash imyment below the amount fixed 
in the old law 20 per cent and for those other privileges, those other options, 
add enough more than 40 per cent to make up the difference, so that in the 
other option the soldier would get the full amount of what was provided for in 
tlie old law. For instance, suppose the cash bonus was $500; we added 40 
per cent to that if he took home or other options, which would make $700. 
Now, Mr. Fish wants to reduce that $500 to $400, but add enough more to make 
it $700 on the other option. Am I not right about that? 

Mr. Oldfield. I think that is correct. 

The Chairman. Ask them to be prepared to address tlie committee on that 
to-morrow, Mr. Clerk. 

The committee stands adjourned until 10.30 to-morrow morning. 

(Whereupon, at 11 o'clock a. m., the committee adjourned until 10.30 o'clock 
a. m., Tuesday, February 7, 1922.) 



Committee of Ways and Means, 

House of Representatives, 

Tuesday, February 7, 1922, 

The committee this day met, Hon. Willis C. Hawley presiding. 

;Mr. Hawley. The committee will please be in order. We have a rather long 
program this morning, and we will have to begin on time. We will hear Con- 
gressman Newton first. 

STATEMENT OF HON. WALTER H. NEWTON, A BEPRESENTATIVE 
IN CONGBESS FROM THE STATE OF MINNESOTA. 

Mr. Newton. Mr. Chairman, when the adjusted compensation bill was under 
consideration by this committee about two years ago the committee reported 
out a bill which among its taxing features proposed a tax which would have 
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put out of business a considerable numl)er of brokers in grain, many of wliom 
are in my district, in the city of Minneapolis. 

Mr. Hawley. Just a moment. I will ask Mr. Green to take the chair. 
Mr. Newton. I was just saying as Mr. Green came in that during the drawing: 
up of the bill two years ago there was a proviso put in which taxed the sale 
of grain and produce to such an extent that it would have put out of busi- 
ness brokers in grain, many of whom have their places of business in ray 
district. 

There were no hearings held upon tliat particular tax in the bill of two 
years ago. 

Mr. Gkeen. Were there any hearings in the Senate upon this subject, or 
do you know^? 

Mr. Newton. I do not think so, though I do not know. 

I have no technical knowledge on this subject, and it is not my purpose to 
go into that, but I do know that there have been experts appearing before other 
committees, and especially the Conunittee on Agriculture, that have said that 
beyond any question of a doubt the proviso would not raise revenue, but that 
it would merely prohibit the transaction of this business, and in that connection 
it is well for you to remember that there is not only a tax on those transactiou*^ 
by the Federal Government to-day, but that they are also subject to a tax 
by the State, and it would seem to me that with the present Federal tax — I 
can not tell you just what it is — but you have been considered the amount, ami 
the fact that there is a State tax 

Mr. Frear (interposing). What is the State tax, if you know? 

Mr. Newton. I do not know what it is. You see I did not know I was going 
to be called upon until about 15 minutes ago, and I found that I did not have 
time to come here with facts and flgures. 

Mr. Hawley. When you revise your remarks you can insert that information 
in the record. 

Mr. Newton. I will gladly do so. 

That is all that I wanted to call your attention to — that it would not produce 
a revenue. 

Mr. Frear. You say that it would not produce a revenue. 

Now, will you please place in your remarks, when you revise them, the 
present rates, State and Federal? 

Mr. Newton. Under the present rate, State and Feileral, it does produce 
revenue. 

Mr. Frear. Do you know what those rates are? 

Mr. Newton. No. 

Mr. Green. Is it the stamp tax? 

Mr. Garner. I'^ou do not think that this w^ould increase the revenue? 

Mr. Newton. You would not get any revenue, any increased revenue, at all. 
It would simply decrease the total amount of revenue. 

lilr. Garner. Do you know what the rate is at the present time? 

Mr. Newton. I have not had time to look that up. 

Mr. Garner. But you spoke of an increase proposed some time ago. 

Mr. Newton. That was the situation two years ago, as I was informed by 
men who do know the business. 

Mr. Green. It is 2 cents on the hundred dollars at the present time. 

Mr. Newton. It is? 

Mr. Garner. If we make it 3, would we get any revenue? 

Mr. Newton. I am not able to give you the figures on that. I want to call 
the attention of the committee to this thing, that 2 cents on $100 does not seem 
very much, but when you see a transaction like the sale of 100,000 bushels 
of grain, where the profit is often only a quarter of a cent a bushel, that ?> 
cents on a hundred dollars is a mighty big tax. 

Mr. Hawley. Mr. Newton, I suggest that in the revision of your remarks 
you ^et the figures on the present tax, and then make a connected statement on 
that basis. That is the only way to reach a conclusion. 

Mr. Newton. I will be glad to do so, 

Mr. Green. Does any member know what the rate was that was put on at 
that time? 

Mr. Garner. You do not object to an increase in the tax for the transfer of 
securities or anything like that? 
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Mr. Newton, I do not know anything about that. 

Mr. Garner. You are merely appearing in connection with grain ti*ansfers 
aiKl are opposed to an increased tax there? 

Mr. Newton. Yes, sir. I want to say that in gi'ain transfers tlie margin of 
Itroiit is reduced dowtf to a fraction of a cent a busheL I recall that one of 
tliese men informed me tliat the present Federal tax of 2 cents constituted a fair 
I)ercentage of the amount of money involved in the transaction. 

Mr. Green. Well, I wouhl say as to that, that I thinlt that the present tax 
is quite low, and the Uix we had in the former adjusted compensati<m was how 
ninch? Do you have the figures there now? 
Mr. Newton. It was :> cents per $10. 
Mr. Green. Two cents per $10? 

Mr. New^ton. Yes, sir ; 2 cents per $10 on the sale price. 
Now, if you i»rocee<l to increase that that wcmkl be a hardship. 
Mr. Green. I thought, as I remember back now — though I may be mistaken — 
that it was the intention to put a tax on in the same amount that brokers are 
<?harged, but I think that the brokers are charged 2 cents on each and every 
transaction ; but I can not say definitely as to that. 

Mr. Newton. I do not know as to that. I simply have the recollection of my 
conversation two years ago with people who knew, who stated that it was con- 
fiscatory. 

Mr. Green. Is that all, Mr. Newton. 

Mr. New^ton. I have no technical or expert knowledge on this subject. Such 
knowledge as I have is gained from the testimony of others who are expert and 
in whose statements and judgment I have great confidence. 

The purpose of any tax is to raise revenue. The present tax is 2 cents per 
^100. The Fordney bonus bill of two years ago proposed to raise this tax 
1,000 per cent, or 2 cents per $10. Such a tax would be confiscatory and would 
reduce rather than increase revenue. 

The report of the Commissioner of Internal Revenue for the year 1920 shows 
total receipts during that year of $8,171,870.44. It will be found in Table I, 
<m page 62. The total receipts from the same tax of 2 cents per $100 yielded 
for the year 1921 $7,521,675.44, and will be found on page 56. 

The margin of profit in a grain transaction is very small, and a profit of 
one-third of 1 cent per bushel is generally the maxinmm gross profit of a trader. 
For purposes of illustration, let us assume a trade of 100,000 of wheat at $1 
per bushel. This would involve $100,000. The present tax at 2 cents per $100 
would be $20. The trader*s gross profit at one-third cent per bushel would be 
•$383.33. At one-fourth cent per bushel it would be $250. It will be observed 
that the present tax of $20 on the transaction is a pretty fair tax on the gross 
amount of the trade. 

Take the same lllustrati<m at a tax of 2 cents iier $10. The tax would amount 
to $200, or so close to the total profit of the trade as to be confiscatory. Obvi- 
ously, then, the effect of the tax would be to reduce revenue rather than to 
increase it. 

In this connection permit me to quote from a letter that I have just received 
from J. H. MacMillan, president of the Chamber of Commerce of the City of 
Minneapolis : 

'* Such a tax would be prohibitive and would bring in no revenue whatever. 
<iraln changes hands on an average of six times between the producer ana the 
<»onsumer. If each of these operatiims Is hedged, as is the custom to-day. It 
would mean probably a tax of 12 to 15 cents for each $10 In value, and this 
tax would have to be divldetl in some form between the producer and the con- 
sumer. If busin^sse would continue on the present methods, this would be 
equivalent to a sales tax on wheat and its products of at least 1^ cents per 
]>ushel — rather a discrimination against the producers of this country. 

The various elements which are necessary in the maintenance of the futures 
market could not function if such a tax were placed on the business, or if the 
tax would be passed on it would be passed on in the form of a decided increase, 
because the risks and expense of doing t)usiness would become so very nmch 



There is no similar tax in the State of Minnesota. I find I was mistaken as 



greater 



to that. There is a substantial broker's tax. 

Mr. Grken. I will ask Mr. Fordney to take the chair. 
The Chairman. We will hear Mr. Sperry. 



222 soldiers' adjusted compensation. 

statement of mb. mabvin gates spebbt, national fbesi- 
bent of the fbivate soldiebs and sailobs' legion, wash- 
ington, d. c. 

s 

The Chaibman, Mr. Sperry, I believe you want about 15 minutes. 

Mr. Sperry. Yes, sir. 

The Chairman. The committee will have to hold you to that time, as we 
have a number of other witnesses. 

Mr. Sperry. Mr. Chairman, and members of the committee, I should lilie very 
much to submit my statement before the Finance Committee, which goes into 
detail on these bonus bills and I should like to malje my statement — i^resent 
my statement — to bring this matter to your attention, and I shall consider it 
a very great favor if the committee wuU* allow me to proceed with my state- 
ment, and then if I can answer, if I am able to answer, any questions. I will 
be glad to do so. 

Mr. Garner. I understand that you want to print in the record a statement 
made before the Finance Committee; is that it? 

Mr. Sperry. Yes, sir. 

Mr. Garner. Well, Mr. Sperry, you know that those hearings are available 
for the use of this committee, and it looks like a useless Expense to print 
them in our hearings when they are already printed in the Senate hearingvS. 
However, I have no objection so far as I am personally concerned, but I under- 
stand that those hearings are available, are they not, Mr. Chairman? 

The Chairman. I think they are. 

Mr. Garner. Now, are you going to give to the committee this morning the 
same statement you gave to the Senate committee? 

Mr. Sperry. No; my statement this morning will just bring it up to date. 

The Chairman. How long is the other statement? 

Mr. Sperry. It is very short, Mr. Chairman, very short. 

The pending bill is so long and so complicated, and some of its provisions 
are so indeflnite and obscure in their meaning, and the amount of money and 
property involve<l is so enormous, and the number of men whose interests 
it attempts to dispose of is so great, that we believe Congress should give 
the proposals contained therein the fullest and most public discussion before 
enacting any of them into law. 

This bill. H. R. 1. is entitled "A bill to provide adjusted compensation for 
veterans of the World War and for other purposes." "Adjusted compensa- 
tion." if it means anything, means just compensation, and the compensation 
provided in H. K. 1 is very far from being just compensation for the ex-service 
men of the World War. 

For example, it provides in section 202 that " there shall be paid to any 
veteran upon appplication in accordance with the provisions of section 4 
* * * $1.25 for each day of overseas service, and $1 for each day of home 
service." 

Does anyone believe that such a payment is just compensation? The ques- 
tions answers itself, for it is perfectly plain that it is not just compensation 
for the services rendered by these men. 

Mr. Frear. The American Legion has accepted it and are satislBed; thej' 
recommend this bill. They have been before this committee and made that 
statement. 

Mr. Sperry. It might truthfully be called the bonus or a special or additional 
payment on account of services, but it can not rightfully be called adjusted 
compensation or just compensation for their services, because it is not. 

It is only a small part of the compensation due these men for the services 
and sacrifices which they gave to their country. 

From the manner in which many people discuss the question of the Govern- 
ment's relation to the ex-service men, it would appear that there were some 
who have learned the grave lessons taught by -this last war, one of which is 
that it is not a light thing for Governments to call millions of men into war 
and then lightly turn them out on the streets without an effort to see that they 
are restored to something like their previous conditions in life, and no attempt 
made to see that they should receive from their Government just and equitable 
treatment. 

No man can fairly say that the payment of $1 a day or $1.25 a day is just 
and equitable treatment. 
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Mr. Fbeab. I^t us coiioe<le that fnct for the sake of nrRunient ; but the Ameri- 
can Legion has accepted it. What do you propose? 

Mr. Gabner. Mr. Frear, did jou not hear tlie f^entlenuin say that he did not 
want to be interrupteti ? 

Mr. Fh»i\k. Yes ; I lieanl Idiii say that. I am just asking him wliat he pro- 
poses as an ameiHhnent to what the American Ix'gion suggests. 

Mr. (Uknrk. He said that he did not want to l)e interrupted until he got 
through witli his statement. 

The Chairman. Proceed, Mr. Sjjerry. 

Mr. Spkrry. Alore especially does such a payment fall short of justice when it 
proposes to postpone the payment until nearly four years after the end of the 
man's service, and even then to pay it only in driblets, -once in three months, at 
the rate of 51 cents per day, dragged out over a perio<l of one or two or more 
years. 

Among other unjust provisions In this bill is one which provides that none of 
the 400,()0() soldiers who were court-ma rtiale<l for petty and insignificant infrac- 
tions of Army regulations by the widms and arbitrary acts of inexperienced, in- 
competent, and imfit officers, shall receive no comiiensation whatever " for the 
period of such absence or confinement." 

The court-ma itial system in the war 

Mr. Frear (inteiposing). You credit the bill with something that has already 
been stricken out. Go ahead. 

Mr. Spkrry (continuing). Tlie court-martial system in this war was a notori- 
ous scandal and disgrace, and the great bulk of the tines and penalties already 
inflicted should be rendtted instead of being increased, ex post facto, as subsec- 
tion 11 of section 203 of this bill, H. R. 1, proposes. 

To call a bill containing such provisions a just compensation for the services 
of the soldiers is to give it a name which ccmceals or attempts to conceal its 
real purpose and deceive the reader into believing it is something which it is not. 

Again, H. U. 1 provides four other " plans " in its so-called fivefold plan 
for " adjusted compensation.". 

These other plans are : « 

(2) An "adjusted service certificate," which by its terms gives rank favor- 
itism to the soldier who is well to do or able to wait two years for his pay, In 
that it pays him 39 i>er cent more than it pays the poor soldier who is out of 
employment or in distressed circumstances and in such necessity that he needs 
the money for himself or family right now. 

To say that it is just compensation to pay the well-to-do man, who can wait, 
39 per cent more than the i)Oor man in distress, who can not wait, is certainly 
a misnomer. 

Substitute plan (3) is called "vocational training," which provides that the 
veteran who takes vocational training shall receive $1.75 per day for the time 
he served in the war. It is safe to say that very few will appreciate this suffi- 
ciently to take it up, unless they are hungry or out of work. 

The two land features of the bill, which were plans 4 and 5 of the bill as 
passed by the House last session, were so bad that one of them has been largely 
cut out by the H(mse committee, and the Senate subcommittee has rejected 
nearly one-half of the whole bill which related to this subject. 

With 10 pages of this bill they first reported now cut out as bad by the House 
committee and 21 pages, almost half of the whole bill, cut out by the Senate 
committee, shows dimly how very objectionable was the bill that was jammed 
through the House in the last session, without opiwrtunity for a single amend- 
ment and almost no chance for debate and discussion. 

Another thing you should consider is that this H. U. 1, with all its gross 
defects, its long and endless complications, and thoroughly bad features, was 
got up by a comndttee of ex-connnissioned officers, who were originally opposed 
to any bonus or extra payment to the ex-service men. 

During the war these officers received high pay, good living, and accommoda- 
tions vrhoUy denied to the 4,000,000 private soldiers. Tliey. are not qualified 
either by experience, ability, or sympathy w^ith the needs of the mass of soldiers 
to draft a bonus bill or any other legislation for the ])rivate soldiers, and the 
bad bungle they have made of H. R. 1 should be convincing evidence of their 
unfitness to advise Congress on this question. 

While speaking on this matter of Congress doing justly by the ex-soldiers, I 
want to call your attention to a matter of far greater an(i more pressing impor- 
tance to the ex-service men than the bonus, and that is the widespread unem- 
ployment that now exists and the inevitable distress which goes with it. This 
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condition of enforced idleness of millions of men, including: hundreds of thou- 
sands of ex-soldiers, is intolerable and inexcusable and ought to be taken hold 
of by Congress at once with a view to securing prompt relief. 

I wish to submit H. R. 25, which proposes an immediate step for Congress 
to take in this matter, which I earnestly hope will meet with your hearty ap- 
proval and supi)ort. Had Congress acted effectively to solve this problem of 
unemployment when we fli*st submitted this resolution two years ago, or ever 
one year ago, there would not have been so much need for bonus legislation. 

Soldiers who cheerfully responded to their country's call to tight for its 
safety and the liberty of the worhl are certainly entitled to the (iovennnent's 
guaranty of that economic liberty which will secure them at all times the oppor- 
tunity to work and earn a decent living, more especially when this gi'eat and 
incalculably valuable right can be securetl to them without costing the Govern- 
ment a dollar. 

If the committee desire to know what the sentiment and wishes of the 
great mass of the soldiers is on the bonus, let the committee put out three plain 
questions to the ex-service man : 

Do you want an insurance certiticate to be paid two or three years hence? 

Do you want a loan for a part payment for a piece of land, the balance to be 
paid by the soldier in installments? 

Do you wantti cash bonus in a lump sum now? 

You will soon get an answer which will show conclusively that what the 
soldiers want is some relief now, when they need it, not in the dim and uncertain 
future. 

These j^ending bills (H. R: 1 and H. R. 9688) and numerous others are 24 
and 25 pages in length. Their provisions are so complicated, indefinite, and 
uncertain that not one soldier in ten thousand can tell anything about what 
he will receive under its various and varying provisions, and the authors of 
the bill themselves can not figure within a couple of billion dollars what it will 
cost the Government. 

Mr. Freak. You are making a statement that is not borne out by the facts. 

The Chairman. You have no justification or foundation for that. 

Mr. Freab. That is not true. 

The Chairman. There is no excuse for such a statement. 

Mr. Oldfield. Let him go on with his statement. Do not interrupt hiin. 

The Chairman. No ; he should be interrupted when he make^ a misstatement. 

Mr. Freab. I do not want that to go into the record unchallenged — ^any state- 
ment of that kind. If course, you can not tell exactly, nor can the com- 
mittee tell how much it is going to cost, but your statement is not borne out 
by the evidence. 

Mr. Oldfield. Is it not true that nobody knows for certain what it is going 
to cost? 

Mr. Freab. That is true. 

Mr. Oldfield. Everybody says that. 

The Chairman. The gentleman has occupied 14 minutes. We gave you 15 
minutes, Mr. Sperry. You may occupy another minute ; then we will be required 
to ask you to file the rest of your statement with the reporter. 

Mr. Spebby. Well, I will not be able to get through, so I will just file the rest 
of it, Mr. Chairman. 

Mr. Oldfield. What is the membership of your organization, Mr. Sperry? 

Mr. Sperry. We have seven hundred or eight hundred thousand applications, 
Congressman, signed applications. I do not know just how many of our mem- 
bers are paying jit the present time. Quite n number of (mr members are out 
of work. 

Mr. Collier. What makes up the membership of your organization? 

Mr. Sperry. It is composed entirely of enlisted men. There are no oflicers 
in our organization whatever. 

I would like to file this bill with the conunittee. 

The Chairman. Leave it with the clerk, and we will see whether to place it 
in the record ov not. 

IMr. Crisp. How Idng did you serve overseas? 

Mr. Sperry. About 19 months. I think that I was pn the other side about 
two and one-half years. I went over in July, 1917. 

Mr. Crisp. I knew that you went over there early, and I wanted to get that 
in the record. 

Mr. Sperry. Yes, sir. 

The Chairman. Have you concluded? 
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Mr. Sperry. Well, I could not conchide In one minute, so I will just file my 
report. 

Thank you, Mr. Chairman. 

(The statement referred to is copied in the record in full, as follows:) 

" These comidications and uncertainties in the bill make it the worst kind of 
lejnslation and are enough to cause its rejection at once on these grounds if for 
no other rea.son. 

"There can l>e no Justlticjition for jmss'ng a hill with such involved, uncer- 
tain, and and complicated provisions at tliis time. The hill itself contains an 
d<hnission by its authors that its meaning? is so obsuce and its provisions so com- 
plicated and <lifflcult t«) miderstand that it provides in section 6 that pamphlets 
or books shall be prepared and published by the Secretary of War and Secre- 
tary of the Navy, for tlie purpose of exi)laining its uncertainties and telling 
what the bill means. 

"What is the purpose of a bonus bill luiyway? Is it not simply and plainly 
to pay the ex-service men an additicmal sum for their service in the war? 
Then why not decide what amount the (wovernment wishes to pay each soldier 
and pass a bill to pay him that amount? If it is to be a lump sum, say $500, 
or any other amount, it cjin be nuule as short and plain as the provisions in the 
act of February 24, 1919, providing for payment of the $60 bonus. If it is de- 
cided by Congress that instead of a lump sum, it wishes to pay the soldier a 
fixed sum of so much per day for the time of his service, that also can be 
written into a bill one-twentieth the length of this bill — H. It. 1. 

" Such a bill can be made shcu't and clear and plain. The soldier will know 
just what he is going to get and the Government will know just what it is going 
to cost to pay it to him. But there are plenty of other reasons why this bill 
ouglit not to pass. 

" The land provisions of this bill are of the most uncertain and indefinite 
character. It certainly will require the Government to go into the business of 
buying land, and thereby it helps the land speculators at the expense of the 
Public Treasury. It opens opportunity for favoritism and trickery whereby 
both the soldiers and the Government will get the worst of it. 

" These land provisions of the bill will tend to t'e the ex-service man up to 
a piece of lan<l in such ways as to make him a serf, bound to that place until 
his payments are completed, whether he likes it or not, unless he in some way 
makes a sacrifice sale of his equity, and if he does that it will benefit some 
land speculator at his expense. 

"During the last session of Congress I submitted to the committee of the 
Senate some of the objections which I believe were good grounds for rejecting 
the land provisions of this bill. I am glad to note that the Finance Committee 
of the Senate struck out most of that land section, thus rejecting about ono- 
third of the entire bill. That is a good step and we are thereby much en- 
couraged to continue our criticism of the other bad features of the bill. For 
we feel confident that if the committee will give further careful consideration 
to the vital defects in the other features of the bill, they will strike out the 
other two-thirds of the bill and us reject the whole questionable scheme. 

" By the admission of the American Legion oflScers, who enjoyed the special 
privilege of the hearing on June 2, they and thejr organization were opposed to 
all bonus legislation, yet they have sijent months of time concocting this imitation 
bonus bill and forcing it on the attention of Congress. In the name of common 
sense, why should Congress waste its time considering a bonus bill drafte<i by 
ijien who are oppose;! to a bonus? Certainly, the majority of this great Ways 
and Means Connnittee of the House who are protectionists would not allow a 
delegation of free traders opposed to all tariffs to draft a tariff bill for them. 

" Then why should this committee and the great body of the ex-service men, 
who were private soldiers and have sent in the petitions with millions of 
signers asking for a bonus law, permit a delegation of oflftcers who admit 
they Hre and always have been opposed to a bonus, to monopolize the time of 
Congress talking about passing a bill to do something which they are opposed 
to having done. It looks very much as if their bill was a false pretense, a 
sort of counterfeit bonus bill, or, as it was called by Mejaibers of the House 
in the debate in that body, " a gold brick bonus bill," pretending to be some- 
thing which it is not. 

" I respectfully submit, Congressmen, that the foregoing facts are more than 
enough to justify any criticism we have made of this bill, H. R. 1, and to fully 
warrant every member in giving the bill careful examination and in urging 
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on the committee its rejection and the adoption in its place of a straight cash 
bonus bill that will give help to the mass of the soldiers who need it now, not 
two, three, or four years hence, as this bill talks about doing. 

" I wish to thank the committee on behalf of the Private Soldiers and 
Sailors' Legion for the courtesy of this hearing, and to assure you that we 
rely upon* Congress and believe that they will do what is right and just by 
the soldiers " 

The Chairman. We will call Capt. Philip Williams. 

STATEMENT OF CAPT. PHILIP WILLIAMS, OF THE BUREAU OF 

NAVIGATION, UNITED STATES NAVY. 

Capt. Williams. Mr. Chairman, I am here to submit certain figures in reply 
to your request for estimates in connection with the adjusted compensation for 
the veterans of the World War. 

We have followed along the same line as those submitted by Gen. I^ord of 
the Army, only changing the i)ercentages of different forms of adjusted service 
pay. The Army called for 50 per cent to take adjusted service pay. 

The Navy considers 75 per cent adjusted service pay and 10 per cent adjusted 
service certificates, 2 per cejit vocational training, 6i per cent will take farm 
or home aid, and 6i per cent will take land settlement. 

Our estimates as based on this assumption are as follows : 

Regular officers, 5,909, 75 per cent who elect to receive cash adjustment, 
$2,144,520; 10 per cent take adjusted service certificates, $899,396; 2 per cent 
taking vocational training, $74,476; 6i per cent taking farm or home aid, 
$243.089 ; 6i per cent taking land settlement, $173,661. 

Of the reserve oflJcers, 21,216, adjusted service pay, $5,758,469; adjusted cer- 
tificates, 10 ver cent, $2,857,980; vocational training aid, 2 per cent, $238,057; 
farm or home aid, $770,804 ; land settlement, $526,693. 

Enlisted men, 444,508; adjusted service, pay, 75 per cent, $155,477,898; ad- 
justed service certificates, 10 per cent, $70,068,094; vocational training aid, 2 
per cent, $5,804,575 ; farm or home aid, 6^ per cent, $18,864,940 ; land settlement, 
6i per cent, $13,478,930. 

In addition to which a certain estimate was made for clerical assistance 
necessary, which totals $317,500. 

Adding all of our totals together, adjusted service pay, $163,380,887. 

Adjusted service certificates, $73,825,470; vocational training, $6,117,108; 
farm or home aid, $19,878,893; land settlement, $14,179,284; making a grand 
total of $277,699,142, which does not Include the Marine Corps. 

Mr. Oldfield. Your total is $277,000,000? 

Capt. Williams. Yes, sir; $277,699,142. 

The Chairman. Do you have the figures on the Marine Corps, Captain? 

Capt. Williams. We have the figures on the Marine Corps ; yes, sir. 

The Chairman. All right; that is a detailed estimate which you were 
requested to submit to the committee. 

Mr. Oldfield. May I ask a question? 

The Chairman. Y^es, sir. 

Mr. Oldfield. How can you select 75 per cent of the men as taking cash? 
All of these other gentleman. who have been here have estimated that it would 
be 50 per cent? 

Capt. Williams. We looked at the 50 per cent, and it was difficult to find 
anything to base it on ; but, assuming that perhaps 50 per cent was right for 
shore — for men living on shore — or assuming that men who spend at least a 
part of their time at sea perhaps would be less inclined to accept farm or 
home aid or land settlement, and we considered that 75 per cent was a better 
assumi)ti(m for the class of men with whom we deal. 

Mr. Oldfield. I expect that it is a better assumption for the land force, too, 
when this thing is worked out. 

Capt. Williams. I would not be at all surprised if it is not. I do not think 
that we have overestimated it. Mr. Oldfield. 

Mr. CoLLTFR. You would not be surprised if over 75 per cent took cash, would 

you? 

Capt. Williams. How? 

]Mr. (Jollier. You would not be surprised if 85 per cent took cash? 

Capt. Williams. No. sir. 

Mr. Collier. Or 90 per cent? 

Capt. Williams. No, sir. 
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Mr. Collier. I am Inclined to think that that will apply, and I am inclined to 
agree with Mr. Oldfield also. 

Capt Williams. I am inclined to think so, because cash is the attractive 
proposition at the present time. 

Mr. Frear. Our estlmatew of the entire cash that will be called for during 
the year and a half is $163,380,887. Now, that being added to the amount that 
tlie Army — that does not include the marines? 

Capt. Williams. No, sir ; it does not include the marines. 

Mr. Chairman, I have a change which I would like to suggest to the present 
bill. On page 7, line 1, Title II, "Adjusted senice pay," after the word " serv- 
ice" add "except receiving ships and district vessels." 

Mr. Collier. Excuse me, but I did not get that. 

Mr. Oldfield. That is on page 7, line 1. 

Capt. Williams. After the words " service afloat " insert the words " except 
receiving ships and district vessels." They are stationary vessels which do 
not cruise. 

The Chairman. You think that wording should be inserted?- 

Capt. Williams. Yes, sir. 

The Chairman. Have you concluded your remarks? 

Capt. Williams. Yes, sir. 

The Chairman. Thank you. 

(The matter referred to is as follows:) 

Combination of statistics furnished by officer personnel, reserve personnel, and 
enlisted personnel showing amount of money needed to carry out H. R. 1, pro- 
viding adjusted compensation for veterans of the World War. 



Personnel. 



Regular officers (5,909) . 
Reserve officers (21,216) , 
Enlisted men (444,508) . 



Total. 



75 per cent 

taking 

adjusteid 

service 

pay. 



^,114,520 
5,758,469 

155, 477, 898 



163,380,887 



10 per cent 

taking 

adjusted 

service cer- 
tificates. 



$899,396 

2,857,980 

70,068,094 



2 per cent 

taking 

vocational 

training. 



$74,476 

238,057 

5,804,575 



73,825,470 ( 6,117,108 



6^ per cent 
taking 
farm or 

home aid. 



$243,089 

770,864 

18,864,940 



6^ per cent 
taking 
land set- 
tlement. 



$173,661 

526,693 

13,478,930 



19,878,893] 14,179,284 



Clerical force needed in Bureau of Navigation to carry out provisions of bill. 



50 clerks, at $1,4(X) per annum. 
22.5 clerks, at $1,1(X) per annum. 



$70,000 
247.500 



275 



Total for clerical force. 



317,500 



Adjusted service pay 163, 380, 887 

Adiusted service certificates 73, 825, 470 

Vocational training 6, 117, 108 

Farm or home aid 19,878,893 

Land settlement 14, 179, 284 



Grand total 277, 699, 142 

Enlisted Personnel. 



Estimate of cost of adjusted Herri<*e pay under H. R. i, under the assumption 
that all eligible veterans ivho apply elect to receive adjusted service pay 
{Navy only). 

[Service period for which pay is to be made from Apr. 6, 1917, to June 30, 1919, inclusive.] 

Average number of days' service June 30, 1919 470 

Average number of days for adjusted pay 410 

Number of man days total, Navy, to June 30, 1919, inclusive 2.59, 062, 154 

Number of man days afloat 142,484,185 
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Ratio of man days afloat to total man days : 55 

Total who served in Navy__: 551,736 

Excluded classes .__ 107, 228 

Number entitleil to adjusted pay 444, 508 

At $1 per day $182,248,280 

Kxtra for overseas 25,059,138 

Total 207, 307. 418 

EXCLXJDKD CLASSES. 

Section 202, inactive duty (estimated) 10,000 

Otlier than honorable conditions 11.839 

Aliens discharged 100 

Navy insular force and Samoan guard 5, 500 

Limited service, home service with subsistence and commutation 

of quarters 50, 000 

Farm or industrial furlough, including education furlough 2, 500 

Misconduct 19; 344 

Absent over leave and prisoners 7,950 

Total 107,228 

Estimate of coat undei' H. R. 1, under the assumption that 75 per cent elect to 
receir6 adjusted service pay, 10 per cent adjusted service certificates, 6^ per 
cent land settlement, 61 per cent farm or home aid, and 2 per cent vocational 
training aid {Navy only). 

Adjusted service pay, 444,508X75 per cent 333,381 

Certitlcate, 444,508X10 per cent 44,451 

Land aid, 444,508X6^ per cent 28,893 

Home aid, 444,508X6^ iier cent 28,893 

Vocational training, 444,508X2 per cent 8, 890 



Total 444, 508 

Adjusted service pay, 75 per cent : 

75 per cent who elect to receive cash adjustment $155, 477,898.00 

Adjusted service certificates, 10 per cent : 

Overseas, 24.448, at $717.50 17,541,440.00 

Home, 20,003, at $574 11.481,772.00 



Total 29, 023, 212. 00 

Eventual cost — 

Overseas, 24.448. at $1,732___ 42.343,936.00 

Home, 20,003, at $1,380 27,724,158.00 



Total 70, 068, 004. 00 

Vocational training aid, 2 per cent: 

Overseas, 4,890, at $717.50 3. 508, 57.'>. 00 

Home, 4,000, at $574 2,296,000.00 

Total 5, 804, 575. 00 

Farm or home aid, 6^ per cent: 

Overseas, 15,891, at $717.50 11. 401, 792. 50 

Home, 13,002, at $574 7,463.148.00 

Total 18. 864, 940. 50 
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Land settlement, 6i per cent : 

Oversejus, 15,8»1, at Jpr)12.75 $8,148,110.25 

Home, 13,002, at $410 5,330,820.00 

Total 1. 13, 478, 930. 25 

Adjusted service pay, 75 \^r i*ent 155, 477, 898. 00 

Adjusted service certificates, 10 per cent 70, 068, 094. 00 

Vocational traininjj, 2 per cent 5,804,575.00 

Farm or home aid, 6i per cent 18, 864, 940. 50 

I^nd settlement, 6i per cent 13, 478, aSO. 25 

Total 263, 694, 437. 75 

Officers — Regular. 

Estimate of coat of adjuateti-sercivc pay under H. R. /, vnder the asHumption 
that all elif/il)1e veterans who apply eleet to reeeire adjuHted'Serviee pay 
i Registrar* ft Division of the Navy only). 

[Service period for wiiicb pay is to be mnde from Apr. 6, 1917, to June 30, 1919,. inclusive.] 

Number of days in period 816 

Average number of days of service, .Tune 30, 1919 500 

Average number of <lays for whicii pay would he due 440 

Number of man days (under cognizance of this division) to June 30, 

1919, inclusive 5, .519, 360 

Number of man days overseas to June 30, 1919, inclusive 2, 258, 000 

Katio of man days overseas to man da.vs . 4009 

Total who served in Navy (under cognizance of this division) 12, .544 

Excluded classes 6,635 

Number of officers entitled to adjusted-service pay 5, 909 

Pay at ^1 per day ( 5,909 X 440 X$l) 2,599,960 

Additional pay for overseas service (5,909X440X0.4009X25 cents)- 260,580 

Total ^ 2, 860, 540 

IJstimaie of eosf under H. R. 1 under the assumption that 7o per eent elect to 
receive adjusted seinHce pay, JO per cent adjusted service certificates, 6^ per 
cent land settlements, si per cent farm or home aid, and 2 per cent voca- 
tional training aid. 

Adjusted service pay, 5,909X75 per cent 4,431 

Certificates, 5,909X10 per cent 590 

Land aid, 5,909X6^ per cent 385 

Home aid, 5,909X6^ per cent 385 

Vocational training, 5,909X2 per cent 118 

Total 5,909 

Adjusted service pay, 75 per cent : 

75 per cent w^ho elect to receive cash adjustment $2, 144, 520 

Adjusted service certificate, 10 per cent : 

Overseas, 236 at $717.50 169,330 

Home, 354 at $574 203, 196 

Total 372,526 



• 



Overseas, 236 at $1,732 408,752 

Home, 3.54 at $1,386 490,644 

Total 899,396 
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Vocational training aid, 2 per cent: 

Overseas,*47 at $717.50 $33,722 

Home, 71 at $574 . '- 40,754 

Total 74,476 

Farm or home aid, 6i per cent: 

Overseas, 154 at $717.50 110,495- 

Home, 231 at $754 132, 594 

Total 243,089 

Land settlement, 6i per cent: 

Overseas, 154 at $512.75 78,951 

Home, 231 at $410 94, 710 

• ■ ■ ' 

Total 173,661 

BECAPITULATION. 

Adjusted service pay, 75 per cent $2,144,-520 

Adjusted service certificates, 10 per cent 899, 39(> 

Vocational training, 2 per cent 74,476 

Farm or home aid, 6^ per cent : 243, 089 

Land settlement, 6^ per cent 173, 661 

— _ 

Total 3, 535, 142 

Note. — In the short time allowed for this compilation only a rough estimate 
can be furnished. Accuracy can not be attempted. To furnish figures ap- 
proaching reasonable accuracy would require the services of a large number of 
clerks for one week, necessitating the withdrawal of all clerks in this section 
from their regular work for that period. It is estimated that the services o] 
25 additional clerks would be required in the registrar's division to fumisb 
necessary data if the proposed bill were to be enacted into law. 

Officers' Reserve. 

Estimate of cost of adjusted service pay under H. R. 1 under the assirniptUm 
that all eligible vetera)is tcho apply elect to receive adjusted service pay 
(officers of the naval service force only). 

[Service period for which pay is to be made, Apr. 6, 1917, to June 31, 1919, inclusive.l 

Number of days in period 816 

Average number of days' service, June 30, 1919 385^ 

Average number of days for which pay would be due 329 

Number of man days (less excluded classes) 6,980.064 

Number of man days overseas 2, 792, 026 

Ratio of man days overseas to man days .40 

Total who served in Naval Reserve (officers) 30,802 

Excluded classes 9, 586 

Number of officers entitled to adjusted service pay 21, 216 

Pay at $1 per day for 6,980,064 man days $6,980,064 

Additional pay for overseas service for 2,792,026 man days ( X0.25)_ 698,006 

Total 7, 678, 070 

estimates for reserve officers only. 

Estimates based upon the following assumptions : 75 per cent taking cash 
(sec. 202) ; 10 per cent taking adjusted service certificates (sec. 301) ; 2 per 
cent taking vocational training aid (sec. 401) ; 6^ per cent taking farm or 
home aid (sec. 501 ) ; and 6^ per cent taking land settlement (sec. (>02). 
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Adjusted service pay, 75 per cent ; 

Sea service, 6,365 at $411.25 $2,617,506.25 

United States, 9,547 at $329 3,140,963.00 

Total 5,758,469.25 

Adjusted service, 10 per cent : 

S«i service, 849 at $646.50 548,878.50 

United States, 1,273 at $500.60 637, 263.00 

Total 1, 186, 141. 50 

Eventual cost — 

Sea service, 849 at $1.558 1.322.742.00 

United States, 1,273 at $1,206 1, 535, 238. 00 

« 

Total 2, 857, 980 

Vocational training aid, 2 per cent: 

170 at $646.50 110,905.00 

2,54 at $500.60 127,152.40 

Total 238, 057. 40 

Farm home aid : 

552 at $646.50 356,868.00 

827 at $500.60 413,996.20 

Total 770, 864. 20 

Land settlement: 

552 at $461.25 254,610.00 

827 at $329 _• 272,083.00 

Total 526, 693. 03 

Adjusted service pa.v 5,758,869.25 

Adjusted service certificate ^__ 2, 857, 980. 00 

Vocational training 2,38, 057. 40 

Farm or home aid 770,864.20 

Land settlement aid_^ 526, 693. 00 

10, 162, 063. 85 

STATEMENT OF MAJ. BUSSELL PUTNAM, ASSISTANT FATMASTEK, 

UNITED STATES MABINE COBFS. 

The ('hairman. Major, you are going to give us tlie estimates on the Marine 
Corps, are you not? 

Maj. PiTTNAM. Yes, sir. I am going to aslt that I l)e allowed to give the 
detailed figures later. 

The ("h AIRMAN. You are going to subniit the details upon which the computa- 
tions were based later? 

Maj. Putnam. Yes, sir. But leading up to that, I would say that we had 
very little time in which to prei)are. In the lirst place, I would like to state that 
we have considered in the ^larine Corps that 75 per cent of the men would accept 
the cash payment. We felt that the cash would be more appealing than any- 
thing else, and from a more intimate knowledge of the men, coming in very close 
contact with them, we tind we are justified in assuming that about 75 per cent 
would accept cash, and ])ossibly even more than that, but that seems to be a saft* 
figure. 

Mr. (lARNKR. That is a safe, low estimate? 

Maj. Pt'tnam. Yes, sir. 

Then, on the other basis, we figure about 10 per cent would accept adjusted 
service certificates ; land aid, 6^ per cent ; home aid, 6^ per cent ; and vocational 
training 2 per cent. That is the same basis upon which the Navy figured. 
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If the total men concerned accept tlie cash-basis settlement, it will require 
$30,o63,330; that is, in case everybody takes the cash settlement. 

If the settlement is made upon the proportion that we have tijrnred, the totnl 
amount will be $38,877,592.67. 

The (^H AIRMAN. How many are there? 

Maj. I*rTNAM. The number of men entitled to this Imnus on account of serv- 
ice in the Marine Corps is 80,691. 

Mr. Garnek. That is, based upon 75 per cent taking the cash ; is that it? 

Maj. PiTXAM. That is the total number of men who would be entitled to 
bonus for service in tlie Marine ('orps; the amount stated. $38.877,."»92.G7, is 
based up<m 75 per cent taking the cash, 10 per cent adjusted service certificates, 
2 per cent vocational training. 6* per cent land aid, and 6* per cent home aid. 

iSIr. (lARNER. Major, you consider the Marine Corps, I assume, as high class, 
and the average would be about the same as in the Army? 

Maj. PrxNAM. I think, sir, that there is very little difference in the services. 

Mr. Oarner. Very little difference? 

Maj. Putnam. Yes. sir. 

Mr. (iARNER. And you say that you have come in contact with your men and 
you have undertaken to tlraw a conclusion as to tlie proportion that will accept 
cash under this bill. Do you know any reason why the percentage in the Marine* 
Corps should be different from what it would be in the service in the Army? 

Maj. Putnam. Gentlemen, at best, a question of that kind can not be solved 
and must be an estimate. 

Mr. (lARNER. Yes; then we must have an estimate as accurate as possible. 
If I understand you correctly, you say that you have been in close contact with 
the members of the Marine Corps, and from that contact you have come to 
the conclusion that 75 per cent will accept cash ; 10 per cent, certificates ; 6l 
per cent, land or farm aid ; 6i per cent, home aid ; and 2 i)er cent, vocational 
training. Do you know any reason why the same percentage would not apply 
in the Army, if you came in as close contact w th them as you have with the 
Marine Corps? 

Maj. Putnam. Gentlemen, I do not think that is hardly a question for me to 
pass on. I will say this, that in the Marine Corps, though, I unfortunately did 
not get to France, I have served in the field and at various places along with 
our men, and in all of such service as I have had I have come in very close con- 
tact w th those men. They are not different from anyone else — from any of 
the rest of us — and I believe that the most appealing thing at this time will 
be the cash. 

Mr. Frear. May I ask you a question now? Now, the Infantry has been re- 
duced from 2,000,000. or thereabouts, to 150.000, which is about 8 per cent of 
its war-time strength. All of these men have now gone back into civil employ- 
ment, so that makes a different percentage. 

I assume that you have a very much larger percentage of your war-fme 
strength in the Marine service at the present time. What was the personnel of 
the Marine Corps during the war? 

Maj. Putnam. During the war our maximum strength, as authorized at any 
one time, was 75,000 enlisted men. 

Mr. Frear. It is what now? 

Maj. PiTTNAM. That was the maximum provided for. 

Idr. Frear. What is t now? 

Maj. Putnam. We have now gotten down to about 20,000. 

Mr. Frear. That is less than one-third. 

Maj. Putnam. Yes, sir. 

Mr. Frear. Now, all of the members of the Marine Corps that have been dis- 
cussing this with you are men in the service at the present time? 

Maj. Putnam. The average would be about as I say, Mr. Frear. 

Mr. Frear. Yes : but you do not come in contact with the men that have left 
the service, do you? 

I^Uij. Putnam. I have not had a chance to reach those men, s"r, but from the 
best evidence we have we have agreed on this basis and have adopted it : from 
the best information that we have these figures appear to be reasonable. 

The Chairman. Are you speaking for the 50,000 that have left the Marine 
Corps or the 20,000 that you have now? 

Maj. Putnam. Well. I am speaking for all of those who are to be entitleil to 
benefits under this bill. 

The Chairman. That includes 50,000 men that have gone out of the service. 
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Maj. Putnam. That includes 50,000 men who are now out of the service and 
all others of the Marine Corps entitled to the benefits of this bill. 

The Chaikman. Do you think that tlie men out of the service will want the 
same proportion? 

Maj. Putnam. Yes, sir ; I feel that the majority of the men to-day need cash 
more than anything else. 

The Chaibman. I guess that is true. 

Maj. Putnam. That percentage is based on, as it must be, an arbitrary as- 
sumption. 

The Chairman. Your assumption, of course, is not the same as that of the 
American Legion. They have made a study of it, and 50 per cent is their judg- 
ment as to about the number that will take cash. 

Maj. Putnam. Yes, sir. Of course, our men served in somewhat of a different 
■coiiclition from the Army. Tliey served on hoard ships and in Frame also. 

The Chairman. Yes; but they are in home life now. 

!Muj. I*i'TNA^[. Yes : they are back in home life now, but I think after all, 
<»ash is the most appealing feature — that is, that it would be to them. 

The Chairman. Have you anything further? 

Maj. Putnam. Yes; I have these detailed figures that I would like to insert 
in the record. 

The Chairman. .Tust give them to the clerk. 

Major, it might be of interest to you, as well as to the connnittee, to know 
that the estimates which you have just given for the Marine Corps, payment 
on the percentages on which yon have based those estimates would be $38,- 
877.592.67; the Navy, $277,(590,142 on the basis of their figures; and the Army, 
revised figures — and that includes the men that were recommended by Gen. 
HaiTis the other day, but not included in the bill— .$1,273,000,000, or a total of 
J|?1.589,576,6G3. 

Mr. Hawley. If they all took cash? 

The Chairman. No; if they all took the percentages or the basis of settle- 
ment that is estimated by the Navy and the ^Marine Coi'ps, 7.3 per cent cash - 
li> per cent in the Navy and Marine C'orps — and the Army with the basis of 50 
per cent taking cash. 

]Mr. Garner. Then the cash settlement will make $1,600,000,000? 

The Chairman. It would be $1 ,r)80,.")76,063, with the percentages taking cash 
as estimated by Capt. Williams, Maj. Putnam, and Gen. Harris. 

Have you concluded, IMa.ior? 

Maj. Putnam. Yes, sir. Thank you, Mr. Chairman. 

The (Chairman. We thank you very nuich. Now, we will call Mr. Taylor. 

(The detailed figm^es referred to above are as follows:) 



Number in service, Apr. 6, 1917, to June 30, 1919 

Number in American Expeditionary Forces (olficers below grade of 

major 

Average length of service (days) 

Average length of service, American Expeditionary Forces (days). 

Oflacers above gradi; of major 

Pied in service , 

Dishonorably discharged 

Deserted 



Officers. 



3,154 

950 
548 
425 
325 
134 
39 
6 



' Enlisted 
men. 



74,947 

27,557 
436 
430 



3,430 
829 
771 



Total. 



88,101 
28,507 



3,564 
868 
777 



Estimate of cost of adjusted service puif under H. R. 1 under the amumption 
that all eligihle veterans who apply elect to receive adjusted serrice pay 
(Marine Corps only). 

t Service period for which pay is to be made, Apr. 6, 1917, to June 30, 1919, inclusive.] 

Number of days in period 816 

Average number of days of service, .Tune 30, 1919 440 

Average number of days for which pay would be due 380 

Number of man days, total Ararine Corps, to June 30, 1919, in- 
clusive 33, 479, 224 

Number of man days, in American Expeditionary Forces, to June 

30, 1919, inclusive 12, 2.53, 260 



234 soldiers' adjusted compensation. 

Ratio of man day in American Expeditionary Forces, to June 30, 

1919, inclusive l , . 366 

Total who served in Marine Corps 88, 101 

Excluded classes 7, 410 

Number of men entitled to adjusted service pay 80, 691 

Pay at $1 per day (80,691 by 380 by $1) $30,662,580 

Additional pay for oversea service (80,691 by 380 by 366 by $0.25) _ 2, 805, 626 

Total 33, 468, 206 

Total deductions for service for which pay is not allowed 2, 904, 876 

Total cost (Marine Corps only) 30,563,330 

Estimate of cost of adjusted service pay under H. R. J, under the assumption 
that all eligible veterans trho apply elect to receive ** adjusted service pay " 
Marine Corps {only.) 

Excluded classes: 

Dead in service 3, 564 

Defectives found in draft dischargeil at camps ^ None. 

Dishonorably discharge<l 868 

Desertions , 777 

Enemy aliens discharjjed : None. 

Conscientious objectors None. 

Draft of Nov. 11, 1918—'- None. 

Commissioned officers above captain 325 

Other Regular officers, including retired officers on active duty. 555 
Officers and enlisted men on duty without troops (commis- 
sioned status) 1, 321 

Total deductions 7, 410 

Deductions for service for which pay is not allowed : 

For service in excess of amount for which pay is allowed $2,904,876 

Estimate of cost under H. R. 1, under the assumption that 15 per cent elect 
to receive adjusted service pay, 10 per cent adjusted service certificates, 6^ 
per cent land settlem-ent, 6^ per cent farm or home aid, and 2 per cent 
vocational training aid {Marine Corps only). 

Adjusted service pay, 80,691 by 75 per cent 60,518 

Certificate, 80,691 by 10 per cent 8,069 

Land aid, 80,691 by 6^ per cent 5,245 

Home aid, 80,691 by 6^ per cent 5,245 

Vocational training, 80,691 by 2 per cent 1,614 

80,691 

Adjusted service pay: 

75 per cent who elect to receive cash adjustment $22,922,497.50 

Adjusted service certificate, 10 per cent: 

Adjusted service pay +40 per cent— 8,069 at $530.28= 

$4,278,829 ; $1,280.24 10, 330, 256. 00 

Vocational training aid, 2 per cent, 1,614 at $530.28 856,871.92 

Farm or home aid, 6i per cent, 5,245 at $530.28 2,781,318.60 

Land settlement 6^ per cent, 5,245 at $378.77 1, 986,648. 65 

BECAPITULATION. 

Adjusted-service pay, 75 per cent 22,922,497.50 

Adjusted-service certificates, 10 per cent 10,330,256.00 

Vocational training, 2 per cent 856,871.92 

Farm or home aid, 6i per cent 2, 781, 318. 60 

Land settlement, 6i per cent 1,986,648.65 

Total 38, 877, 592. 67 
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The Chairman. We will call Mr. Taylor. 

STATEMENT OF MB! JOHN THOMAS TAYLOR, VICE CHAIRMAN 
NATIONAL LEGISLATIVE COMMITTEE OF THE AMERICAN 
LEQION. 

Mr. Hawlky. Mr. ('hairnmii, Mr. Taylor was requested come at my request. 
I would like to ask him a few (lut^stlons, if you do not object. 

The Chairman. We kncm* Mr. Taylor very well. 

Mr. Haw LEV. Mr. Taylor, since you appeared ^Ir. Hamilton Fish, a member of 
the House. apiH»ared before the connnittee and submitted a proposition of this 
kind, that the cash payments be reduced from $625 maximum to $500 for over- 
seas service and service in this country, and from $500 to $400; and that on the 
other hand, the other four options should he increased to an amount that 
would make the total about the same as it is now; about the same as would be 
'expended under the provisions as they now stand, the change being to make the 
cash option less attractive and the other options i proportionately more attrac- 
tive. 

What is your opinion on that proposition? 

Mr. Taylor. I think that the bill as framed at the present time makes the cash 
sufficiently unattractive to induce the men to take the other features. 

At the time we were considering this legislation there was hardly any 
way that we could arrive at really what w<mld be the proper amount to place 
these meji even on a stepping-stone to their former economic c*onditlon»s. So 
in the Army we stopi)ed at the figure of a dollar a \lay, due to the fact that 
the men received $30 a month, and they got their clothing and their food and 
various other things were provided for them by the (iovernment, which brought 
their wages up to what was then probably ordinary living wages — that is, prior 
to the war — the intent being that the men in the Army should rtH*eive about 
the same daily wage that the ordinary laboring man re<*eives, and we felt that 
the sum of $1 a day would be a fair amount to assist that man in getting back 
on his feet; that $1 a day was inci-eased to $1.25 for overseas service by this- 
committee. If you will recjill, we made no distinction between home and 
foreign service, and this committee very wisely followed the prece<lent estab- 
lished in all military affairs, that men going away into foreign service get 
increased compensation, which is perfectly right and just. 

Mr. Hawley. Well, they had that law for the men overseas, is that it? 

Mr. Taylor. Yes ; that is right, and the Legion has no objection to that. 

At that time we were very, very careful in our study, and we considered that 
$1 a day was just about the right amount, because that would give to each 
man about $400, and we felt that that was about the very lowest sum that 
would assist this man in properly getting back on his feet. 

Now, we set out with that idea at that time. There has been a sort of 
sweetening of the other options, so as to make them more attractive, because 
we are interested in the practical features of the bill. 

We are interested in this legislation, not in the nature of a hanJ-out — ^no; but 
because it affords an opportunity for the man to get back on his feet. 

The man who is up against it right now, and who actually needs cash, if the 
cash is offered in a lump sum will take the cash. Anyone knows that that is 
just common logic. 

We know also that, after an extended period and the other advantages of the 
other features are called to his attention, he will take one of the other features. 

I sent the chairman day before yesterday a menioranduui of the vote cast 
by the entire American Legion in Kansas, and 35 \)er cent of the men — of the 
entire Legion — 35 per cent of the men signifiiHl their intention of taking cash; 
55 per cent, I think it was, signified their intention of taking adjusted service 
certificates; and the othe.rs were si)lit up among the other three options of 
the bill. 

Mr. Freak. That is below 50 per cent wishing to have cash payment? 

Mr. Taylor. Yes; and I would say, after the men have had pointed out to 
them the vast advantages of the adjusted service certificates, the ratio will be 
about 80 per cent for the productive features and 20 per cent for the cash 
option. 

And to get back to the* point, we decided that $1 a vlay was the minimum 
upon which to base this legislation, and that was carefully considered by 
the first convention, by the second c<mvention, and by the third convention, and 
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at those conventions the delegates for the most part were braml-new men 
practically every time. Forty per cent of them are brand-new men. That has 
been the case at all of the conventions. This is one of the big features of our 
convention, one of the big questions. Whether theye. should be an increase or a 
decrease was brought up in the executive committee meetings at each of those 
conventions, and it was always decided that $1 a day was the fair estimate of 
what the basis should be. 

Personally, I feel that way about it. 

Mr. Hawley. The conclusion is that the bill as drawn should be considered 
rather than Mr. Fish's proposition? 

Mr. Taylor. Oh, unquestionably. 

Mr. Garner. Mr. Taylor, you would not object, however, to making these 
other four propositions more attractive, buying land, for instance — if that were 
increased 50 per cent — would you? 

Mr. Taylor. That should remain within the wisdom of this committee, I 
think, personally. 

Mr. Garner. Well, now, if you make those provisions more attractive, there 
would be a larger percentage take settlement under those provisions than under 
the cash basis. 

Mr. Taylob. The ex-service men to whom I have talked have no objection to 
that 

Mr. Gabner. That is what I thought. 

Mr. Taylor. I would like to answer a question that has been brought out 
by you. 

These gentlemen who have been appearing here this morning are talking 
about the men who are in the service. These men are Navy men. The men 
with whom they come in contact are the men now in the service. 

Mr. Frear. That is a question that I brought out. Only 8 per cent of tlie 
Army is to-day in service. 

Mr. Taylor. Yes ; certainly. 

Mr. Frear. The people who have remained in the service, of course: tliey 
are in the service, and they judge from their association. The only association 
that they have had has been with the men in the Navy or in the Marine Corps. 

Mr. Taylor. The men in the Marine Corps to-day and the men in the Navy, 
according to my impression, would take cash as a matter of course. 

Mr. Oldfield. These fellows out of employment will take cash, too. 

Mr. Taylor. I think that they would; but all of the men with whom these 
officers who testified here to-day come in contact are men who are tie<l up to- 
day by a contract with the Government for a specified period of time, none of 
whom could take advantage of vocational training, none of whom could take 
advantage of the land or home aid, none of whom could take advantage of the 
laud settlement. Some of them could take advantage of the insunuice features, 
adjusted certificates, but we all know what a job we had to get the men in the 
service to take advantage of the war risk insurance. We had trouble in doing 
it, you know that as well as I ilo. 

Mr. Garner. There are a lot of men that would rather have $i)00 to-day than 
to have a larger sinn at some other time. 

Mr. Taytjor. (Vi*tainly; although my impression is, as I said once before, 
when appearing before this committee, that the, majority of these men came 
into the service between the ages of 18 and 22. They came in four years ago. 
That would make them from 22 to 26. Many of them have gotten married. 
Many of them were married when they went into the service, and many of 
them have gotten married since they came home, and many of them have 
children, and I want to say that I think that the little wife of that fellow has 
usually been the cause of his hanging on to his war-risk insurance. She knows 
that she was protected when he was away in the service, and she knows the 
value of that insurance. 

Many of them, the great majority of them, do not carry that insurance to- 
day, because they can not afford it. They had that insurance when they were 
in the service and the insurance premium was deducted from their $30 a month, 
but when they came out of the service they received a notice from the Bureau 
of War Risk Insurance stating " Your premium of $7.80 is due.'^ 

That is a different proposition from having it taken out of your pay envelope. 

Now, I believe that when these men are offered a paid-up r>olicy. all that will 
have to be done is just reach the wives, and they know that if anything hapi)ens 
to them they are protected. We can say to them, " If anything happens to you 
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your wife and your child 1h taken core of," and, believe me, the young wives 
throughout this country are not going to let their huHhands get away with a 
few dollars cash when they can obtain that security. That is just common 

The Chaibman. I received a letter from the American I^egion out in Kansas 
yesterday, and I placed the letter in the hearings. 

Mr. Taylor. Yes; I sent it to you. I was just st)eaking about that, Mr. 
Chairman. 
The Chaibman. 1 believe not more than 46 per cent were going to take cash. 
Mr. Taylor. I think that it was 35 per cent cash. 

The Chairman. Only 35 per cent of the men in the whole State of Kansas 
are going to take cash? 
Mr. Taylob. Something like that. That vote was taken for the entire State, 

and that is what we find out, and we are trying now 

Mr. Fbeab (interposing). Your organization is composed of men in the Army, 
Navy, and Marine Corps? 

Mr. Taylor. Any man who w«s in the service of the Army, Navy, or Marine 
Corps, between April (», 11)17, and November 11, li)is, and who has received or 
is entitleil to re<'eive an honorable discharge. 
Mr. Frear. So your estimate may include men who came back from the Navy? 
Mr. Tayix)r. Absolutely. We have posts composed wholly of sailors, navy 
men, marines. One of the biggest posts we have is in Philadelphia, and that 
is a marine iM>st. If I rememl)er correctly, they have over 1,200 men in it. 

Tlie (Chairman. Some <me — I do not remember who it was — ^brought out this 
IK)int particularly. Tender the terms of the bill, the bill which was passed las-; 
year, there was provitle<l a maximum of $iH)0 for men who served on this side. 
Mr. Taylor. On this side; yes, sir. 

The Chairman. Now, if they took advantage of those other options there 
would be 40 per cent added to the $500, making a total of $700. 
Mr. Taylor. Yes, sir ; a total of $700. 

The Chairman. -Mr. Fish's proposition is to reduce the $500 to $400 arid add 
75 per cent to the $400, making a total of $700, but only giving the boy $400 
cash who decided to take cash instead of $500. That is a clear illustration of 
the fii-st proposition. It is a plan for the purpose of reducing the amount of 
money that the boys get, if they decided to take advantage of the cash propo- 
sition. 

Mr. Tayix)r. Exactly. Mr. Fish spoke to nie before he came to the committee 
and told me that he was going to suggest such a proposition. I put the propo- 
sitiou up to a lot of men, and they thought that it was perfectly ridiculous that 
at this late date he should come forward with such a proposition. 
^Ir. Oldfield. Mr. Fish, though, is an ex-service man. 
]Mr. Taylor. Yes, sir. 

Mr. Yoi'NG. Do T understand that we are to conclude the.se hearings this 
morning? 

The Chairman. Yes : I think that we will concUule them. I do not know of 
anybody else who wants to be heard. I have no further request from anyone 
to be lieard, and unless we have such request from anyone to be heard and 
unless we have such request before w'e conclude this morning, before we ad- 
journ this morning, T should say that this will conclude the hearings. 
We will hear Mr.^Bettleheim. 

STATEMENT OF MB. EDWIN S. BETTELHEIM, JB., CHAIBMAN NA- 
TIONAL LEGISLATIVE COMMITTEE, VETEBANS OF FOBEIGN 
WABS OF THE UNITED STATES. 

Mr. BETTELHEIM. The Veterans of Foreign Wars feel that the bill as it i> 
framed now is satisfactory to the ex-service men and the service men wt 
represent. 

^Ir. Hawley. Can you answer the question that I asked Mr. Taylor? 

Mr. BETTELHEIM. Mr. Hawley. I have but one answer. We very much prefer 
the bill as it now stands without any amendment of the sort suggested by Mr. 
Fish. 

We are, as you are all aware, conducting a campaign of education on the 
present House bill No. 1, practically, to get the ex-service men to accept the 
other features rather than cash settlement. If another proposal is sent out, that 
is going to disrupt all of the good work the legion has done through the American 
Legion Weekly, and what we have done through our campaign and through our 
publication Foreign Service. 
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Mr. Garner. You would uot change it by increasing the percentage a man may 
get under the other four. propositions other than cash, would you? 

Mr. Bettelheim. Oh, but pardon me, IMr. Garner, I am speaking particularly 
with regard to the reduction of the cash basis. 

Mr. Garner. Well, suppose that we do not reduce the cash. My suggestion 
is that we do not reduce the cash, but increase the other propositions 40 or 50 
per cent 

The Chairman (interposing). Add to the other options? • 

Mr. Bettelheim. The men will not refuse to accept them. However, the men 
are perfectly satisfied with the bill as it stands. 

And now in answer to what these gentlemen from the Navy and from the 
Marine Corps said, they are speaking only for the men who are serving in the 
Navy or the Marine Corps, just as Mr. Taylor said; while we, the veterans' 
organizations, come in contact with the whole organization, both with the men 
in the service and the men out of the service. 

The Chairman. Well, the major made it very clear that he only spoke with 
reference to the men in the service. 

Mr. Bettelheim. Yes, sir. 

Now, Mr. Fordney, you would be surprised how many men and how many 
women that our committee has heard from who would accept the insurance 
plan, especially since the fire, and it is just such things like that, gentlemen, 
that are causing the men .to look to the future and causing their wives to look to 
the future also. 

The Chairman. Since the fire? 

Mr. Bettelheim. Since the theater catastrophe, I should have said. And it 
is things like that that are creating the impression around the country. These 
ex-service men are getting to be men of thought. 

Now, we are getting them a little inspired by this campaign, and the letters 
that I put into the record the other day show that 80 per cent or 90 per cent 
prefer insurance or home and land aid. Some letters that we get say " all of the 
boys in this community all want the adjusted compensation, certificate plan," 
or "we prefer it to the cash." . Other letters say that very few men want the 
cash. 

I think that as the bill stands now% with a little education campaign, will be 
sufficient to cause the number who won't take cash come up to Mr. Taylor's 
estimate, and the estimate of my committee, of 80 per cent. And when we say 
that, we are basing our estimates on the way that the bill stands to-day. We 
believe that the bill as it is to-day is the bill that the ex-service men want, 
and the service men we have heard from ; and we have heard even from men 
down in the Canal Zone that are still in the service. 

Mr. Watson. Would you be willing to repeal all of the plans with the excep- 
tion of the certificate of insurance? 

Mr. Bettelheim. No, sir ; we believe that all of the options should be there. 
We believe in the bill as it stand, and urge that it should stand just as it is. 
But we are trying to stress the insurance and farms and home options to our 
fellow comrades. 

Mr. Watson. A number of the veterans favor the insurance plan, and the 
number is growing in our State. 

Mr. Bettelheim. Yes, sir ; the number is incerasing as the men get an oppor- 
tunity to study the bill. • 

Mr. Watson. Suppose that the men received — those entitled to cash — re- 
ceived $100. Would they be satisfied then? There are a number of men who 
will only receive $100, according to the plan here. 

Mr. BETTELHETikC. The cash plan goes up to $625. 

Mr. Watson. What is the lowest? 

Mr. Bettelheim. The lowest is, I believe — I believe that the minimum that 
he could receive would be $1, possibly, unless a minimum has been set, and I 
do not recall that any minimum has been set ; do you, Mr. Fordney? 

The Chairman. How is that? 

Mr. Bettelheim. What is the minimum amount of cash to be received? 

The Chairman. The minimum cash is a dollar a day, and the maximum Is 
$500. 

Mr. Bettelheim. Is there any minimum amount? 

The Chairman. What is that? 

Mr. Bettelheim. If a man had only served 61 days, what would he receive? 

The Chairman. He would be entitled to $1. 
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Mr. Bettelheim. That is what I understand it to be, Mr. Watson, that he 
would be entitled to $1. That is, $1 is the minimum. 

Mr. Frear. Because he has already received $60. 

Mr. Bettelheim. Tes.. I think that that is all I have to say, except that the 
Veterans of Foreign Wars of the United States desire no change in the present 
Fordney bill. 

The Chairman. Have you concluded? 

Mr. Bettelheim. Tes, sir; thank you. 

(Mr. Bettelheim later subuiittetl the following matter for the record:) 

Vetkbans or Foiobion Wabs of the United States, 

Washington, D, C, February i, 1922. 
Ghaibman Ways and Mbans Goumittee, 

House of Representatives, 

Sir : As announced in the hearings before your committee on January 31, the 
Veterans of Foreign Wars are conducting a campaign of education on the 
advisability of ex-service men accepting the insurance feature or the home and 
land features of the adjusted compensation bill in preference to the cash plan. 

I am taking the liberty of inclosing a copy of the memorandum sent to all 
posts in all States of the Veterans of Foreign Wars with this thought in view. 
You will note that we are confining it to our own members, but the education is 
going on among all veterans. 
Very truly, yours, 

Edwin S. Bettelheim, Jr., Chainnan. 
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Now is the time we nee<l all members of the Veterans of Foreign Wars on 
the, firing line in order to put over the adjusted compensation l)ill. The 
following plan of action for our organization is outlined : 

First. Secure an indorsement of the bill from your local chamber of com- 
merce and other civic bodies. 

Second. Circulate i^titions and secure all possible signatures of citizens in 
your community. 

Third. Join the Veterans of Foreign Wars committee of 10,000, and get all 
the signatures you can of ex-service men to the petition pledging acceptance 
of the features of the bill other than the cash feature. 

Fourth. Send all of the above to the chairman of our national legislative 
committee, Edwin S. Bettelheim, 319 Metropolitan Bank Building, Wash- 
ington, D. C. Send them to him and not to your Congressman or Senator. 
We want the Veterans of Foreign Wars to get full credit for the work they do 
and for this reason it is necessary that all of the petitions and indorsements 
you obtain be sent to our legislative chairman. 

The bill as introduced provides five principal options : 

First. Adjusted service pay (cash) at the rate of $1 a day for home, service 
and $1.25 a day for overseas service, exclusive of 60 days' service computeil 
first from home service. The payments will be quarterly over a period of 2^ 
years. 

Second. The adjuster! service certificate, which is described more fully here- 
after. 

Third. Vocational training aid, authorizing the veteran to receive vocational 
training at the expense of the Government in an amount equal to his adjusted 
service pay plus 40 per cent. 

Fourth. Farm and home aid, which allows the veteran his adjusted service 
pay plus 40 per cent, to be applied toward the purchase price of a home or a 
farm. 

Fifth. Land settlement aid, which gives the veteran preference rights on entry 
on public lands. 

advantages of the insurance or adjusted certificate plan. 

The adjusted service certificate gives the veteran the option of taking Insur- 
ance payable at the end of 20 years. It is figured on the rate of the adjusted 
service pay (cash option) plus 40 per cent, with interest at 4^ per cent, com- 
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iwunded annually. If death should occur at any time before the 20 years have 
elapsed, the estate will receive the full value of the policy, with the 20 years' 
interest. In addition to this the veteran can, during the second, third, and 
fourth years of the policy, borrow against this insurance an amount equal to 
90 per cent of the adjusted service pay, with interest to date of borrowing at 
4^ per cent. Any time after the fifth year he can borrow as much as 80 per 
cent of the adjusted service pay plus 40 per cent, and interest to date of bor- 
rowing at 4^ per cent. 

For example, if a man was entitled to $500 under the cash plan, he would 
receive this money at the rate of $50 every three months. Under the certiticate 
plan, this would inci-ease to $700, and at the end of five years it would amount 
to $872.33, on which he could borrow $80 per cent, or $697.86. 

In other words, the insurance or adjusted certificate plan amounts to an 
endowment policy of insurance for the veteran at no cost whatever, the total 
amount of which will be paid to the holder at the end of 20 j^ears or to his 
dependents in the event of his death, with the privilege to the holder of borrow- 
ing money on same at any time after the second year. At the end of 20 years, 
at a time in life when one needs the money, it Will amount to slightly over three 
times the amount of the original bonus. Thus, as stated before, if the veteran 
is entitled to $500 bonus, the total amount tunied over to him at the end of 
20 years will be over $1,500. 

Your commander in chief visited Washington, D. C, in December to confer 
with the ofl[icials of the Government, Senators, and Congressmen, and urge the 
prompt enactment of the adjusted compensation bill. Together with the chair- 
man of the national legislative committee, the junior vice commander in 
chief, and the chief of staff, he carried on an earnest investigation and learned 
much that encourages us to believe that the bill will be passed by this ses 
sion of Congress. He also learned the obstacles in the way of the measure. 

One of these obstacles the Veterans of Foreign Wars are in a position to 
overcome. This obstacle is the fear expressed by some Senators and Con- 
gre^ssmen that if the adjusted compensation bill is passed at once a majority 
of ex-service men will immediately request their bonus in cash instead of 
accei)ting the larger sums offered in the other featui'es of the bill. 

Your ofl[icers assured the Congressmen and Senators that we believe the ex- 
service men have good sound business sense and that they would accept the fea- 
tures of the bill other than the cash feature, provided, they were shown the 
advantages of such features. We expressed the belief that no veteran would 
accept the smaller cash bonus, excei)t those who are unemployed or in imme- 
diate financial distress. 

We also assured the ofticials that the Veterans of Foreign Wars, while 
insisting that the cash feature be kept in the bill, because it is nexided by 
the unemployed and thone in greatest financial need, would be glad to use 
its full influence to urge every veteran who does not absolutely need the 
cash to acc»ept the larger benefits of the insurance or land and home aid. 

Our plan is not to wait, but to get busy right away and show Congress that 
the Veterans of Foreign Wars understand the bill, want it, and know what 
we will do when it is passed. Let us show them that we will do everything in 
our power to i)ersuade every veteran, our own members and others, to accept 
the bigger benefits and better features of the bill. To do this I am calling 
for volunteers for the Veterans of Foreign Wars committee of 10,000. 

We want 10,000 members of the Veterans of Foreign Wars to tell Congress 
right now that if they will pass the adjusted comi)ensation bill at this sessiop 
each one of us on the committee will pledge ourselves not only to accept the 
certificates or land or home aid but pledge our active support to a campaign to 
persuade our buddies to do the same thing. 

We have tried to explain the features of the bill so you will understand them. 
Many of our Congressmen and Senators don't believe that you do understand 
them. Let us show them that we do by getting these pledges signed. Some of 
the Members of Congress are also worried, because if everybody took cash there 
would be no money on hand to pay it promptly. Let us prove to them in 
advance that we are men of common sense and good business judgment. 

We are, therefore, asking every member of the Veterans of Foreign Wars who 
understands the adjusted compensation bill and who does not need the imme- 
diate cash to send to our national legislative committee his pledge to accept 
and to urge others to accept the bigger, better features of the bill if Congress 
will get busy and pass the bill at this session. 



SOLDIEBS' ADJUSTED COMPENSATION. 241 

Let's give our national legishitive committee this extra ammimition. I believe 
you will make it 20,000 Instead of 10,000. Let's show Congress that the Veterans 
of Foreign Wars are on the job. 

Let's go. 

U. (ir. WooDSiDE, Commander in Chief. 



VETERANS OF FORKKJN WAK8 OF THE INITEU STATER — ^PETlTlON. 

Date 1922. 

To THE SENATE AND HoUSE OF ItEPRKSENTATIVES OF THE UNITED STATES : 

We, the undersigned, citizens of the Ignited States of America, do petiticm the 
Congress of the United States to j)nss at once the veterans compensation bill, 
in substance, as contained in S. 50C and H. U. 1. 

Name : . Address : . 

(Mail this petition to Edwin S. Bettelheim, jr., chairman national legislative 
committee, Veterans of Foreign Wars, 319 Metropolitan Bank Building, Wash- 
ington, D. C. ) 



^'ETERANS OF FOREIGN WARS OF THE UNITED STATES, COMMITTEE OF TEN THOUSAND — 

PETITION. 

Date 1922. 

To THE Senate and House of Representatives of the United States : 

We. the undersigned, do petition the Congress of the United States of 
America to pass at an early date the veterans adjusted compensation bill, in 
substance, as contained in S. 506 and H. R. 1. And we do further advise the 
Congress that we have pledged ourselves to accept either the insurance plan 
or the land and home aid plan, and that we will do everything actively within 
our power to urge upon others entitled to benefits under the said bill the advis- 
ability of doing likewise. 

Name : . Address : . 

(Mail this petition to Edwin S. Bettelheim, jr., chairman national legislative 
committee, Veterans of Foreign Wars, 319 Metropolitan Bank Building, Wash- 
ington, D.C.) 

STATEMENT OF MR. HABOLD CLAYPOOLE ETJSTIS, OF CINCINNATI, 

OHIO. 

The Chairman. Give your full name and address and the business you 
represent to the reporter. 

Mr. EusTis. Harold Claypoole Eustis, Cincinnati, Ohio. 

The Chairman. We have tw^o or three witnesses, Mr. Eustis, and I will have 
to ask that you be very brief. 

Mr. Eustis. Yes, sir ; I have no excuse for appearing before you except as a 
citizen of the Stace of Ohio. I am a taxi>ayer of that State. I am an ex- 
service man and a member of the legion in good standing up to the first of 
the year. I have not officially resigned from the legion, but I felt that some 
of their leadership was not what I considered that it ought to be. 

I am not against the idea of a bonus in the sense of according the ex-service 
man everything that he deserves. I do feel that this proposal, at the present 
time, carries a broader question than that of the repayment or the equaliza- 
tion of injustice done the service man. 

When I came back from overseas and returned to civil life, went into business 
again, I had a feeling of injustice that I could not analyze. Since that time 
I have come to the conclusion that it was due to the fact that certain men had 
volunteered, other men had been drafted to serve the Government in an emer- 
gency, which was a duty. There is no question that they had risked their 
lives, but labor, which is no less necessary to the Government in the prosecution 
of the war, had not been drafted. 

Due to collective bargaining, due to other instrumentalities and means, they 
had been able to command wages which the men who were supporting their 
Commonwealth could not get. The soldier got $33 a month in foreign service 
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and $30 a month for domestic service, but the workingnum was able to get 
far more than that, in some cases ten t.mes more than that. 

I came home resenting that injustice, and I think rightfully. I think that 
the most important thing after the war was reconstruction, was to get back 
to industry and to get back where all men have an equal chance of earning 
wages and paying for the necessifes for their families. - We have in four years 
done a greac deal toward that. 

We have now — we all hope that prosperity is in sight again. I feel that we 
are able to suggest this, because I have watched the Government credit, as 
expressed in Government bonds, over the period of the last four years. I 
think that all of this has been done s'nce the last election, and I think thac a 
great deal has been done to make people have confidence in their Government. 
Government bonds have gone close to par again. 

I feel now — to make the point clear, I do not feel that it would be just to 
the taxpayer or the whole country to pait^s the bonus bill at this time. That 
is my own beLef. I am simplying express ng that, and I am expressing also 
the belief of many men who are in business and who are in industry, and a 
great many of my own acquaintances, my own friends, who are ex-soldiers, 
as well, who wiU'accept the bonus if it is paid, because they would be foolish 
not to take it, but those men do not have organizations and can not be heard 
here. 

I do not think that two wrongs ever make a right. There has been an argu- 
ment that if the war had gone on for another year the money spent would 
have more than paid the bonus. I wish to point out this fact, that the war was 
necessary, was forced on us by an act which was unreasonable — a resort to 
force, which was insane. We had to oppose it. If it had been necessary for 
us to have gone on for four years more, I believe we would have done it, and 
I believe that every soldier would have stayed in the ranks and carried it 
through to a conclusion. But the bonus at the present time I do not feel iis 
as necessary as the war was, and I feel that it will retard the return of business 
to normal conditions. 

The Chaikman. Mr. Eustis, the men with ability to pay, so many of them, do 
not want the bonus passed now. The man without ability to pay wants it. 
That is the fix the committee is in — between those two fires. There is a 
difference of opinion between the men who were in the service and has no 
money and wants the bonus, and the man who has the ability to pay, I think. 

Mr. EusTis. If I may I would answer this way : Is the opportunity to work 
and ability to make wages of more importance to him than the payment of a 
maximum of $500? Is a job which will carry him on for the next two or three 
or four years, probably, of more importance to him than the immediate relief 
he will get from $500. 

The Chairman. But the payment of the bonus will in no way jeopardize his 
opportunity for employment, in my opinion. 

Mr. EusTis. That, Mr. Chairman, is where I respectfully beg to differ with 
you. I feel from the very issue and the very talk here, that many men are 
working to bring business back to a normal basis, and they feel that the passage 
of such a bill and the obligations of the Government that it will carry with it, 
the taxation that will result to pay these men — because money must be spent, 
and more taxes put upon the people to raise the monfey — they feel that the 
burden of taxation is already so heavy that it is bound to react on business 
conditions. 

Mr. Frear. What did the vote in Ohio on the referendum show? 

Mr. Eustis. That, sir, I can not answer. That is a matter of record, and I 
presume that it could be had. 

The Chairman. There was a 500,000 majority in favor of a bonus. 

Mr. Frear. There was a very large majority in favor of the bonus in your 
State, a great many more in favor of it than there were against it. I think 
that it was about five to one. So I would think that that would show what the 
sentiment of Ohio is, and it is for the bonus. 

Mr. EusTis. Quite true, if it comes to a discussion on the matter of votes at ' 
the present time, gentlemen, I would point out that there have been many 
measures which have been popular, which after careful consideration have not 
been found to be popular or practical and have been abandoned. 

Air. Frear. It is not a question of votes, but of public sentiment, that we are 
trying to get at. 

Mr. EusTis. Certainly, and tHat represents votes. 
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Mr. Freak. That vote fihows that there are four men In Ohio for the bonus 
to one against it. 

Mr. EvsTis. That is quite true, but the gentlemen must get votes in some 
form. 

Mr. Freab. It is not a case of necessity for votes. 

Mr. Oldfield. Suppose if you were a Member of Congress, would you vote 
for the bonus or against it? 

Mr. ErsTis. I wouUl vote against it, as a matter of expendiency at the pres- 
ent time. 

Mr. Oldfield. Do you think that you w^ould be carrying out the sentiment, 
the sentiment and the will of the people of your district, if you voted against 
it? 

Mr. ErsTis. There are times, sir, when I would vote contrary to their senti- 
ment. 

Mr. OLDFIEI.D. I am talking about now. Would you vote now, the sentiment 
of your district, or would you vote against it? 

Mr. EusTis. Yes; I can say that I would vote against it, and I would vote 
against anything if I had convictions against it. It might not appear to be 
the sentiment, but L would vote contrary to that sentiment. 

Mr. Oldfield. You would vote against it now if you were in Congress? Do 
you think that the peojile in the congressional district in which you live have 
shown wisdom in voting for the bonus? 

Mr. ErsTis. It depends upon whether or not it was to the best interest of 
the country, whether I would vote for or against it. I can not tell. 

The Chairman. There is, as a rule, quite a difference between the banker 
who has an income and who does not have to worry at night about whether 
he will have sufficient food for his family the next day, as compared with the 
farmer boy and the laborer who have no income and no job? 

Mr. EusTis. I would add to that in this way, Mr. Chairman : That the 
feeling of the banker is entirely different from that of the farmer boy with 
no income, because the banker l)ears a greater responsibility to the community 
than the farmer boy, l)ecause his judgment, if wrong, will reduce his munici- 
pality or his district to disaster, whereas, with the farmer boy he only has 
himself to look after, ♦ 

The Chairman. But the difference between the banker now and before the 
war is that he is charging 7 per cent, where before the war he was charging 
5 per cent. 

Mr. EusTis. During the w^ar he charged as high as 10 or 15 per cent. To-day 
they have gotten the rate down to a great extent, so that money has come 
down to 4^ per cent, and he welcomes that just as much as the farmer boy 
and he is glad to get the rate down again. 

The Chairman. There is not a local bank in my State, Mr. Eustis, that will 
lend money to the farmer boy at 4^ per cent. 

Mr. EusTis. True, but they have got the rate down in New York, where they 
can get it to-day for 6 per cent, where they formerly paid 7 per cent or 8 
per cent. 

Mr. Copley. There is a great deal of difference between the man who has 
to go to the bank and borrow money and the man that borrows money on call. 
When a man loans his. money on call he can have it to-morrow morning if he 
wants it. You realize the difference between 4^ per cent on call money and 
money borrowed in the ordinary course of business, do you not? 

Mr. Eustis. I am speaking of the current rate 

Mr. Copley (interposing). Is the current rate 4^ per cent? 

Mr. Eustis. I just stated that they have been charging 7 and and 8 per cent 
before. 

Mr. Copley. I understood you to say that the rate was 4^^ per cent. Is that 
the rate to-day? 

Mr. Eustis. It is not the rate which is quoted all over the country. That 
is from New York. That is the biggest money market in the country. 

Mr. CopELY. Now% I want to say that I borrow a great deal of money, and I 
borrowed a great deal of money on the 1st of February from the best banks of 
Chicago, and I can not borrow^ for 4^ per cent. 

Mr. Eustis. Neither can I. 

Mr. Copley. Neither can any man that I know. Now, you can do it on call, 
because then a man lending his money knows that if he wants it to-morrow 
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morning that he can get it, but no man, except a stock exchange broker, is 
foolish enough to borrow money on call. 

Mr. EusTis. There is no doubt about tliat. 

The Chairman. Let me read something I liave here, if you please, which 
will illustrate the difference between the soldier boy, the farmer boy^ and the 
banker. This is something I received yesterday. ' I do not think the other 
members of the committee have had an opportunity to see it. It Is put out as 
Coming Events, as an editorial, published as an independent Wall Street ad- 
vance news daily bulletin service. This one I have here is dated New York, 
Saturday, January 28, 1922. 

(The paper referred to is printed in the record in full, as follows:) 

[Coming Events, an independent Wall Street advance news daily bulletin service. Robert 

K. Edmondsou, editor and proprietor.] 

ABLE-BODIED GRAFTERS VERSUS ECONOMICS. 

We are told by the leaders of the American Legioti that the soldier bonus 
" is not an economic question in any sense." 

Is the country to inftr from this that they are boneheads as well as able- 
bodied grafters, for none but boneheads and grafters would demand a Fed- 
eral bonus after reading IMellon's expert financial analysis of the subject and 
after their States have already mot their demands, with the country's busi- 
ness prostrate under overwhelming multiple taxation? 

They say in one breath that " the veterans are not going to squander their 
money " and in the next that " it will be put in circultaion and promote pros- 
perity." How are you going to " promote prosperity by ' robbing Peter to pay 
Paul'"? Do they want another era of reckless inflation, with its inevitable 
ruinous deflations? 

If this bonus is " a matter of justice," then the Grand Army of the Repub- 
lic, which actually saved the Union and the Nation in the Civil War, have 
been treated like dogs in the matter of so-called "adjusted compensation." 

The bonus is " a question of votes." Republican and Democratic politi- 
cians know that. But they deceive themselves when they think that only 
the country — not they — will pay, for never before have we seen such huge 
indignation over the failure of a Congress so favorably placed to do things 
imperatively needed by the Nation. And such things as Representative Ford- 
ney's statement, " I had not had time " to read Secretary Mellon's antibonus 
letter of sensational facts only add fuel to flaming wrath; the query being 
frequently met : " For what is he hired by the people — to ignore a vital branch 
of the Government established by the Constituti<m? " 

Bonus hearings begin next week in Washington. Tell your Congressman 
what you think of them ! 

The Chairman. I received a letter from another fellow, F. W. Blossom, a 

very beautiful name. 
The letter reads as follows: 

Brooklyn, N. Y., February //, 1922. 

Joseph W. Fordney, 

Representative in Congress, Washington, D. C. 
As the principal enemy of your country, I hand you the inclosed. Probably 
you will treat it as you and associates did Secretary Mellon's statement re 
the bonus bill, and not take the trouble to read it. You may be sure, how- 
ever, that the reports of what you and associates do will be read and remem- 
bered. " Whom the gods wish to destroy, they first make mad." 

F. W. Blossom. 

The Chairman. I received a telegram signed by Rev. J. P. and Mrs. Stont 
I think the name was, from some phice up in New York, saying: "We are 
watching you. We will vote against every man that votes for the soldiers 
bonus. It is highway robbery," etc. 

I answered that their very unkind telegram had been consigned to the waste 
basket, and told him that he had undoubtedly been shooting off hot air in a 
pulpit up in New York State, securely protected during the war while the boys 
were over on the other side fighting to protect him. 

I also have another copy of Coming Events, under date of Monday, February 
6, 1922, which Mr. Blossom inclosed with his letter. 
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(The paper referred to is copied in the record In full, as follows:) 

[Coming Events, an independent Wall Street advance news daily bulletin service. Robert 

E. Kdmondson, editor and proprietor.] 

PARTY SUICIDE. . 

How can the Republican l*arty escape political repudiation at the coming 
elections, if it increases taxation, in view of the fact that the most elTective 
agency putting it in office was its pledge and the confident expectation by all 
the voters that taxes would be materially reduced, is a question now heard 
in many quarters because of the soldier bonus bill, which is certain to increase 
the burden, of the people at a time when they are acutely resentful of high 
taxation, high living costs, and small earnings. 

Do leaders expect the mercenaries of the American Legion to keep them in 
office in return for a bonus that will probably be spent and forgotten long 
before the ballots are cast? 

It is notorious that no class vote can be " delivered " In this country, yet 
politicians are persistently blind to that fact, and servilely grovel before arro- 
gant leaders of " the labor lobby," " the farmer vote," " the bonus agitation," etc. 

Look how Wilson pandered to the labor and other classes. With what result? 
The most overwhelming national political repudiation ever delivered by the 
United States electorate. 

In the minds of maney of those independent in politics and who are in a 
good position to see the widespread disappointment with Washington manage- 
ment and forejudge popular sentiment, the passage of the soldier bonus bill 
with the proposed increased taxation by the present Congress will be tanta- 
mount to party suicide. 

Judging from the millions of protests to the soldier bonus, if President 
Harding announce<l that he would veto the proposed bill he would have a 
great majority of the country behind him like a flash. But he has heretofore 
proclaimed himself " a parly man." 

Mr. EusTis. Mr. Fordney, may I ask just one question? I want to say just 
one thing, and that is that I am afraid that people in reading these things 
will connect me up with them. I want to say, Mr. Chairman, that I do not 
think that that is my attitude at all. 

The Chairman. No; I am not claiming that it 1& 

Mr. EusTis. I am not a radical. 

The Chairman. No ; do not understand me to say that you are. 

Mr. EusTis. I would like to make it clear that I am not connected up with 
any such a thing as that. 

The Chairman. You have a perfect right to express your opinion. 

Mr. EusTis. I am taking an occasion to do so for three reasons. I am not. 
in sympathy with anything of that kind, and I do not think that anything 
that you gentlemen might say or read or file in the record should make for 
anything of that sort. I want to make it perfectly plain that I am not for 
anything of that character. 

The Chairman. Do not understand me as criticising you. 

Mr. EusTis. Well, I had felt for a moment that the gentlemen might connect 
me up with those tJiings, that those things might go into the record and in 
some way might he connected up with my remarks. 

To sum up, I wish to merely suggest — and I want to say that I am perfectly 
honest about my belief — that this is a critical time, when we are just, reach- 
ing prosperity. I would like to see Government bonds at par and I would like 
to see them remain at par. 

Mr. Frear. What is your business? 

Mr. EusTis. I am a stock broker, which I left at. the beginning of the war 
and came back and picked up at the end of the war. 

Mr. Frear. In Cincinnati, or where? 

Mr. EusTis. In Cincinnati ; yes. 

Mr. Copley. Mr. Eustis, there was a majority of your State that voted for 
the bonus, practically 5 to 1, as I understand, by a referendum, were in favor of 
the soldiers' bonus, and I am going to ask you who you regard as the government 
of that State, the one fellow that voted against the bonus, the one man that 
voted against it or the four men that voted for it? 

Mr. EusTis. Well, I would answer that question at the present time by saying 
that Gov. Davis at the present time is governor. 

Mr. CoPLET. I said government. 
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Mr. EusTis. Well, also government, I believe, 6ir. 

Mr. Copley. Well, you are not answering my question. Of course, you might 
say so if you do not want to answer it. 

Mr. EusTis. I would answer that it is a government of the people, by the 
people, for the people, as thex record in their votes. They are represented by 
their votes, but one time they vote one way and another time they will vote 
another. 

Mr. OldfieI/D. I hope that it swings back this fall. 

Mr. EusTis. And if a measure is adopted by a certain party, and if the results 
are disappointing to the people of the State and it is financially disastrous, I 
have noticed that the people will immediately turn around and vote for the 
other party for that reason. 

Mr. Copley. Is the State now in a state of financial depression? 

Mr. EusTis. To a greater or less extent; yes ,sir. 

Mr. Copley. And brought about by what? 

Mr. EusTis. But it is recovering. 

Mr. Copley. Brought about by what? 

Mr. EusTis. I should say by a long series of radical legislation. 

Mr. Copley. Well, you do not think the blowing up of some $200,000,000,000 
worth of products of labor in the world had anything to do with it? 

Mr. EusTis. Most of it, undoubtedly ; but 

Mr. Copley (interposing). Perhaps it is all due to that rather than to radical 
legislation. 

Mr. Watson. Suppose that you did have a state of financial depression in your 
State, Mr. Eustis ; do you think that the people would vote against the bonus? 

Mr. Eustis. I think that the intelligent ones would ; yes, sir. 

Mr. Freab. You spoke about Gov. Davis. Do you know whether he is in favor 
of or opposed to the bonus? 
. Mr. EusTis. I do not not know. 

Mr. Frear. But you say that he represents the State. 

Mr. EusTis. I said that he was governor of the State. 

Mr. Frear. I did not know but what you would know. 

Mr. EusTis. I do not know. 

The Chairman. We have a about eight minutes until 12. Have you con- 
cluded? 

Mr. Eustis. Yes, sir. 

The Chairman. We will hear Mr. Dykes. 

STATEMENT OF MR. JOHN H. DYKES, CHAIBMAN NATIONAL LEG- 
ISLATIVE COMMITTEE, DISABLED AMEKICAN VETERANS OF THE 
WORLD WAR. 

Mr. Dykes. Gentlemen, I shall only take two minutes of your time to con- 
vey to you the position of the .Disabled American Veterans of the World War, 
as chairman of their national legislative committee. 

Cincinnati seems to have been under discussion for the last few minutes. 
I might say that Robert S. Marks, judge of the superior court, of Cincinnati, 
is our national commander, and that our chapter in Cincinnati, Ohio, had 2,000 
active members who are disabled American veterans of the World War. 

I represent 100,000 disabled men from all States in the United States. We 
go hand in hand with the American Legion and the Veterans of Foreign Wars, 
and stand pat with them on the original fivefold plan, gentlemen, for the 
soldiers' bonus. 

It was indorsed by our convention last June in Detroit and last week in 
Washington, February 1, 2, and 3, there was a national conference held of our 
organization at which we had 116 delegates from all of the States in the 
Union, and they did not express their desire to have any change made in this 
proposed bill, and as they were already on record for the original bill, at their 
convention, it would be my judgment that we stand pat with the American 
Legion and the Veterans of Foreign Wars, for the bill as it now stands. 

The Chairman. Now, gentlemen, we will stand adjourned until 10.3Q o'clock 
to-morrow morning. 
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